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AGENCY  SUBCOMMITTEE  GROUPINGS 

The  following  sections  (A  through  F)  provide  a  detailed  explanation  and  analysis  of  the  executive 
budget  for  each  agency  and  agency  program  that  contains  appropriations  in  HB  2.  The  agencies  are 
grouped  by  functional  categories  that  mirror  agency  groups  by  appropriations  subcommittee.  The 
groups  are  summarized  below.  Programs  funded  with  proprietary  funds  are  not  funded  in  HB  2,  but  an 
explanation  and  analysis  of  these  programs  are  included  in  each  agency  narrative  for  the  purpose  of 
legislative  rate-setting. 


GENERAL  GOVERNMENT 
(Section  A) 

Legislative  Branch 

Consumer  Counsel 

Governor's  Office 

Secretary  of  State 

Commissioner  of  Political  Practices 

State  Auditor 

Revenue 

Administration 

Commerce 

Labor  and  Industry 

Military  Affairs 

HEALTH  AND  HUMAN  SERVICES 
(Section  B) 

Public  Health  and  Human  Services 

NATURAL  RESOURCES  AND 
TRANSPORTATION  (Section  C) 

Fish,  Wildlife,  and  Parks 

Environmental  Quality 

Transportation 

Livestock 

Natural  Resources  and  Conservation 

Agriculture 


EDUCATION  (Section  E) 

Office  of  Public  Instruction 

Board  of  Public  Education 

School  for  the  Deaf  and  Blind 

Montana  Arts  Council 

State  Library  Commission 

Montana  Historical  Society 

Commissioner  of  Higher  Education 

Community  Colleges 

University  Units  and  Colleges  of  Technology 

Agricultural  Experiment  Station 

Montana  Extension  Service 

Forestry  and  Conservation  Experiment  Station 

Bureau  of  Mines  &  Geology 

Fire  Services  Training  School 

LONG-RANGE  PLANNING  (Section  F) 

Long-Range  Building  Program 
State  Building  Energy  Conservation 
Long-Range  Information  Technology  Program 
Treasure  State  Endowment  Program 
Treasure  State  Endowment  Regional  Water 

System 
Renewable  Resource  Grant  &  Loan  Program 
Reclamation  &  Development  Grant  Program 
Cultural  and  Aesthetic  Grant  Program 
Quality  School  Facilities  Program 


JUDICIAL  BRANCH,  LAW  ENFORCEMENT, 
AND  JUSTICE  (Section  D) 

Judicial  Branch 

Crime  Control  Division 

Justice 

Public  Service  Regulation 

Office  of  Public  Defender 

Corrections 


Where  can  you  find  each  section  in  the  Legislative 
Budget  Analysis  2013  Biennium,  Volumes  3-7? 

Volume  3  contains  Section  A 
Volume  4  contains  Section  B 
Volume  5  contains  Section  C 
Volume  6  contains  Section  D 
Volume  7  contains  Sections  E  &  F 
Volume  8  is  on  the  LFD  website 
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Legislative  Fiscal  Division 


AGENCY  BUDGET  ANALYSIS  (ROAD  MAP) 


The  purpose  of  the  "Agency  Budget  Analysis"  (LFD  Volumes  3  through  7)  is  to  provide  a  resource  for 
legislators  and  members  of  the  public  to  understand  and  allow  for  action  on  state  agency  budgets.  It  is 
designed  to  be  a  working  document  for  use  by  the  joint  appropriations  subcommittees.   It  does  this  by: 

o     Detailing  components  of  the  executive  budget 

o     Raising  budget  and  other  issues  for  legislative  consideration 

This  section  provides  a  roadmap  for  using  the  Agency  Budget  Analysis  volumes  by  discussing  each 
component. 

Budget  Tiers 

The  section  is  constructed  based  on  the  statutory  requirement  that  the  budget  be  presented  in  three 
tiers: 

1.  Base  budget; 

2.  Present  law  budget;  and 

3.  New  proposals. 

(For  a  further  explanation  of  these  tiers  and  how  they  are  derived,  see  page  1  of  the  "Reference" 
section,  or  the  publication  entitled  "Understanding  State  Finances  and  the  Budgeting  Process", 
available  through  the  Legislative  Fiscal  Division  and  on  the  Internet  at 
http://Ieg.mt.gov/content/publications/fiscal/leg_reference/Understanding_State_Finances.pdf).  The 

analysis  is  presented  in  a  manner  to  allow  the  legislature  to  see  and  act  on  each  present  law 
adjustment  and  new  proposal  made  to  the  base  budget  to  derive  the  executive  budget,  by  summarizing 
and  raising  issues  with  those  adjustments. 

Legislative  Fiscal  Division  (LFD)  Issues  and  Comments 

While  LFD  staff  has  written  the  entire  analysis  document,  parts  are  meant  strictly  to  explain  what  is  in 
the  executive  budget  in  a  way  that  does  not  justify  or  advocate  the  executive  position. 

The  heart  of  the  analysis  is  in  two  areas: 

1.  The  LFD  issues  and  comments  provided  on  the  proposed  budget.  If  the  LFD  analyst  has  raised  an 
issue  with  anything  contained  in  the  executive  budget  or  with  any  other  aspect  of  agency  operations 
and  expenditures,  it  is  included  as  an  "LFD  Issue".  The  analyst  may  also  provide  additional 
information  to  aid  the  legislature  in  its  decision  making  under  the  heading  "LFD  Comment".  All 
issues  and  comments  are  clearly  identified  in  the  narrative;  and 

2.  Other  issues  and  options.  In  order  to  provide  the  legislature  with  alternatives  to  the  executive 
budget,  as  well  as  budget-making  flexibility,  LFD  staff  has  provided  other  issues  and  options  for 
consideration  by  the  legislature. 

Components  of  the  Agency  Budget  Analysis 

For  all  multiple  program  agencies,  the  narrative  is  divided  into  two  parts: 

1 .  The  agency  narrative;  and 

2.  The  program  narrative. 
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Agency  Narrative 

The  agency  narrative  provides  an  overview  of  the  executive  budget  and  other  issues  and  options  for 
that  agency.  Since  the  legislature  appropriates  at  the  program  level,  only  issues  raised  in  the  analysis 
with  an  agency-wide  or  multiple-program  impact  are  discussed  at  this  level.  All  other  discussion  occurs 
within  the  relevant  program  narratives. 

Each  agency  narrative  has  the  following  components. 

1 .  The  Main  Table  shows  the  adjusted  actual  expenditures  and  appropriations  of  the  current  biennium 
and  the  executive  request  for  the  upcoming  biennium  by  year.  The  reader  can  use  this  table  to  get 
a  general  idea  of  the  size  and  funding  of  the  agency,  and  compare  the  upcoming  biennium  totals  to 
the  current  biennium. 

2.  The  agency  organizational  chart  follows,  with  contact  information,  and  funding  and  FTE  information 
for  each  unit  of  the  agency  in  the  chart.  If  the  agency  spends  statutory  or  proprietary  funds,  they 
are  listed  separately 

3.  Two  tables  compare  sources  and  funding  and  types  of  expenditures  as  proposed  by  the  executive 
for  the  upcoming  biennium  to  the  current  biennium. 

4.  Agency  Description  is  a  brief  description  of  the  agency,  along  with  its  mission  statement. 

5.  Agency  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion.  It  is  designed  to  aid  the  reader  in  gaining  an  understanding  of  the  overall  agency  budget 
or  significant  budget  areas. 

6.  Agency  Discussion  provides  additional  information  or  overarching  discussion.  In  addition,  if  the 
previous  legislature  funded  any  new  initiatives  of  an  agency-wide  nature,  a  brief  update  is  provided. 
For  each  agency,  a  recap  of  any  agency-wide  goals  and  objectives  monitored  by  the  Legislative 
Finance  Committee  during  the  interim,  are  listed  and  discussed  as  appropriate,  as  are  any  goals 
the  LFC  recommends  the  legislature  review  during  the  legislative  session. 

7.  5%  Reduction  Plan  provides  a  table  and  discussion  on  the  statutorily  required  plan  by  agencies  to 
reduce  base  expenditures  by  5%.  The  LFC  recommends  that  the  starting  point  be  the  adjusted 
base  minus  this  plan. 

8.  Personal  Services  provides  the  legislature  with  pertinent  data  on  personal  services  that  would 
allow  the  legislature  to  identify  and  address  those  factors  impacting  personal  services  expenditures 
and  related  policy  issues.  Factors  addressed  in  this  section  include  market  salaries  and  obstacles 
to  achievement  of  market  goals.  The  program  sections  address  other,  program  specific  questions. 

9.  Funding  is  a  table  and  related  discussion  that  shows  the  total  biennium  funding,  by  program  and 
fund  type,  proposed  by  the  Governor. 

10.  Statutory  Appropriations  is  a  table  showing  any  statutory  appropriations  received  by  the  agency, 
in  order  to  provide  a  more  complete  picture  of  total  appropriations. 

11.  Budget  Summary  by  Category  summarizes  the  executive  budget  by  base  budget,  statewide 
present  law  adjustment,  other  present  law  adjustments,  and  new  proposals  proposed  by  the 
Governor  for  each  year  of  the  biennium. 

12.  If  included  by  the  executive,  a  discussion  of  the  following  two  types  of  proposals  is  included,  each 
with  LFD  comments  as  appropriate: 

o  Supplemental  Appropriations  discusses  supplemental  appropriations  recommended  by  the 
Governor  for  current  fiscal  year,  or  supplemental  appropriations  approved  in  the  last  fiscal  year. 

o  Reorganizations  details  any  major  reorganization  that  took  place  in  the  current  biennium  or  is 
proposed  by  the  executive  for  the  upcoming  biennium 

13.  Language  includes  any  agency-wide  language  proposed  by  the  executive. 

14.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  agency.    This  section  is  designed  to 
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alert  the  legislature  to  other  legislation  not  included  in  HB  2  that  could  have  a  bearing  on  the  agency 
budget  and  operation. 

15.  Agency  issues  is  a  discussion  by  the  LFD  analyst  of  any  identified  agency-wide  or  multi-program 
issues.  Otherwise,  all  discussions  of  adjustments  and  attendant  issues  are  included  in  the  relevant 
program  narratives. 

16.  Elected  Officials  New  Proposals  lists  new  proposals  advocated  by  agencies  headed  by  either  an 
elected  official  or  the  Board  of  Regents  but  not  included  in  the  executive  budget. 

Note:  The  main  and  budget  summary  tables,  the  agency  description,  mission,  and  the  highlights  and 
funding  tables  are  included  in  each  agency  narrative.  However,  the  other  components  are  "optional", 
indicating  they  are  included  only  if  circumstances  warrant. 

Program  Narrative 

Narratives  detailing  each  agency  program  follow  the  agency  narrative.  The  program  narrative  contains 
the  following  components. 

1.  The  Main  Table  contains  the  same  information  as  the  agency  main  table  for  each  program  of  the 
department,  including  adjusted  actual  expenditures  and  appropriations  of  the  current  biennium  and 
the  executive  request  for  the  upcoming  biennium,  by  year. 

2.  Program  Description  is  a  short  description  of  the  program  and  its  functions. 

3.  Program  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion. 

4.  Program  Narrative  details  any  points  of  overall  program  discussion  by  the  LFD  analyst.  If  the 
previous  legislature  funded  any  new  initiatives,  a  brief  update  is  provided. 

5.  5%  Reduction  Plan  provides  a  program  level  discussion  of  any  elements  of  the  agency  submitted 
5%  reduction  plan  that  pertain  to  the  program. 

6.  Funding  details  program  funding  as  proposed  by  the  executive,  and  any  issues  raised  by  the  LFD 
analyst. 

7.  Program  Reorganization  details  any  program  reorganizations  that  took  place  in  the  current 
biennium  or  that  are  proposed  by  the  executive  for  the  upcoming  biennium. 

8.  Budget  Summary  by  Category  summarizes  the  executive  budget  by  base  budget,  statewide 
present  law  adjustment,  other  present  law  adjustments,  and  new  proposals  proposed  by  the 
Governor  for  each  year  of  the  biennium. 

9.  The  Executive  Present  Law  Adjustments  Table  delineates  the  major  present  law  adjustments 
included  by  the  executive,  by  fiscal  year  and  funding  source.  The  table  is  divided  into  two  sections: 
o     Statewide  present  law  adjustments,  which  include  most  personal  services  adjustments,  the 

executive's  vacancy  savings  recommendation,  and  adjustments  due  to  fixed  costs  and  inflation 
o     Other  present  law  adjustments  proposed  by  the  executive 

10.  Executive  Present  Law  Adjustments  discusses  each  adjustment  proposed  by  the  executive  in 
more  detail.  The  section  begins  with  a  discussion  that  addresses  personal  services  expenditures 
and  policy  issues  specific  to  the  program,  including  market  rate,  vacancies,  how  the  legislatively 
applied  vacancy  savings  was  met,  pay  changes  made  outside  of  any  legislative  pay  changes,  and 
the  number  of  employees  eligible  for  full  retirement  and  the  related  unfunded  liability.  This 
discussion  is  followed  by  a  description  of  each  adjustment  proposed  by  the  Governor.  The  LFD 
analyst  writes  the  adjustment  descriptions  based  upon  justifications  submitted  by  the  executive.  It 
should  be  noted  that  it  is  the  responsibility  of  the  LFD  analyst  to  explain  a  requested  change,  but 
not  to  advocate  for  or  attempt  to  justify  that  request.  If  the  LFD  analyst  has  raised  an  issue  with  the 
adjustment,  it  is  presented  when  the  adjustment  is  discussed. 

11.  The  New  Proposals  Table  shows  each  new  proposal  requested  by  the  executive,  by  fiscal  year 
and  funding  source. 
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12.  New  Proposals  discusses  each  new  proposal  in  more  detail.  If  the  LFD  analyst  has  raised  an 
issue  with  the  proposal  it  is  presented  with  that  new  proposal.  As  with  present  law  adjustments,  the 
LFD  has  written  these  explanations  based  upon  submissions  by  the  executive.  For  certain  new 
proposals  (and  significant  present  law  adjustments),  a  discussion  submitted  by  the  agency  (with 
editing  for  clarity  and  brevity  by  LFD  staff)  is  included  that  discusses  goals,  performance  criteria, 
milestones  and  timetables,  and  other  information  designed  to  provide  the  legislature  with 
information  with  which  to  evaluate  the  proposal.  LFD  staff  provides  any  comments  or  issues  with 
the  submission. 

13.  Language  recreates  any  program  specific  language  proposed  by  the  executive,  with  LFD 
comments  as  appropriate. 

14.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  program. 

15.  Other  Issues  contains  any  issues  identified  by  the  LFD  analyst  unrelated  to  a  specific  present  law 
adjustment  or  new  proposal. 

The  legislature  does  not  appropriate  enterprise  funds  (which  fund  operations  that  provide  goods  or 
services  to  the  public  on  a  user  charge  basis)  or  internal  services  funds  (which  fund  operations  that 
provide  goods  and  services  to  other  entities  of  state  government  on  a  cost-reimbursement  basis). 
However,  the  executive  must  review  enterprise  funds  and  the  legislature  approves  all  internal  service 
rates.  If  the  program  includes  a  function  supported  by  either  an  enterprise  fund  or  an  internal  service 
fund,  a  separate  section  within  the  relevant  program  provides  the  following: 

1.  A  Fund  Balance  Table  shows  actual  and  projected  rates,  revenues,  expenditures,  and  fund 
balance  through  the  upcoming  biennium;  and 

2.  Narrative  contains  a  discussion  of  the  function,  a  description  and  explanation  of  the  rate  requested, 
and  a  discussion  of  any  significant  present  law  adjustments  or  new  proposals  impacting  the 
requested  rate.  The  LFD  analyst  addresses  any  issues  and  comments  as  appropriate. 

Statewide  Present  Law  Adjustments 

"Statewide  Present  Law  Adjustments"  are  those  adjustments  applied  to  each  agency  based  upon 
either:  1)  factors  beyond  the  individual  agency  control;  or  2)  other  underlying  factors.  Because  of  the 
global  application  of  these  factors  and  the  need  for  consistency  among  agencies,  these  adjustments 
are  included  in  the  "statewide"  section  of  the  present  law  table  to  alert  subcommittees  and  other 
decision  makers  that,  if  adjustments  are  made  to  these  costs,  adjustments  should  be  made  to  the 
underlying  factors  upon  which  the  adjustments  are  based.  The  Legislative  Finance  Committee  (LFC) 
will  make  a  recommendation  on  these  and  other  adjustments  to  appropriations  leadership. 

Personal  Services 

Personal  services  costs  are  derived  by  taking  a  "snapshot"  of  state  employee  positions  and  the  factors 
determining  compensation  rates  at  a  particular  point  in  time.  A  number  of  underlying  factors  will  make 
the  upcoming  biennium  personal  services  costs  different  from  actual  base  year  costs.  The  most 
important  are: 

Current  Biennium  Pay  Plan  and  Other  Benefits 

If  the  legislature  passed  a  pay  plan  that  is  implemented  over  the  biennium,  the  base  year  will  not  reflect 
all  of  the  costs  that  must  be  paid  by  the  agencies  when  the  pay  plan  is  fully  implemented.  For  example, 
if  the  legislature  provides  a  percentage  increase  midway  through  the  first  year  and  another  midway 
through  the  second  year,  base  year  costs  will  only  reflect  1A  of  the  costs  of  the  first  increase. 
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In  addition,  any  changes  made  to  benefits  that  an  agency  must  pay  directly  to  or  in  support  of  an 
employee,  such  as  pension,  or  unemployment  and  workers'  compensation  insurance,  are  automatically 
reflected  in  the  present  law  personal  services. 

Vacancy  Savings 

Vacancy  savings  is  a  reduction  in  personal  services  costs  that  results  when  positions  are  not  filled  for 
the  entire  year.  Vacancy  savings  will  fluctuate  within  agencies  and  programs  from  year  to  year.  In 
order  to  provide  the  legislature  with  the  opportunity  to  make  all  policy  decisions  regarding  vacancy 
savings,  each  position  is  funded  as  if  the  position  were  filled  for  the  entire  year,  regardless  of  any 
vacancy  savings  that  may  have  occurred  in  the  base  year. 

Termination  Pay 

Costs  incurred  by  agencies  due  to  termination  of  employment,  such  as  accrued  sick  or  annual  leave, 
are  not  included  in  present  law. 

Other  Adjustments  to  Pay 

All  other  changes  to  salaries  authorized  during  the  biennium  through  the  "snapshot"  date  (July  of  the 
base  year)  are  included  in  present  law. 

Any  adjustments  to  personal  services  from  sources  within  the  control  of  the  executive,  such  as 
overtime,  new  or  deleted  positions,  or  proposed  transfers,  should  not  be  included  in  the  statewide 
adjustments.  If  the  LFD  analyst  has  identified  any  of  the  adjustments  in  the  statewide  adjustment  line, 
they  are  discussed  as  an  LFD  issue  or  comment. 

Vacancy  Savings 

Any  vacancy  savings  proposed  by  the  executive  is  included,  which  results  in  a  reduction  of  personal 
services  costs.  If  the  executive  proposes  a  vacancy  savings  rate  different  from  the  previous  rate,  it 
should  be  included  in  a  decision  package. 

Infla  tion/Defla  tion 

The  executive  budget  has  inflated  or  deflated  certain  operating  expenses.  Each  agency  budget  is 
automatically  adjusted  to  add  inflation  to  or  subtract  deflation  from  the  relevant  expenditure  items. 
Therefore,  changes  to  inflation/deflation  amounts  in  the  agencies  can  only  be  made  through  an 
adjustment  to  the  actual  expenditure  against  which  the  inflation/deflation  is  applied,  rather  than  to  the 
inflation/deflation  factor,  itself. 

Note:  A  complete  listing  of  expenditure  categories  inflated  or  deflated  in  the  executive  budget  has  been 
included  in  the  "Reference"  section. 

Fixed  Costs 

Fixed  costs  are  costs  charged  to  agencies  to  fund  the  operations  of  certain  centralized  service 
functions  of  state  government  (such  as  information  technology,  messenger  services,  and  legislative 
audit).  Costs  charged  to  the  individual  agency  budgets  are  based  upon  the  cost  in  the  service  agency 
and  the  method  used  to  allocate  those  costs.  These  fixed  costs  are  automatically  added  to  each 
agency  budget,  as  appropriate.  Any  changes  to  these  allocations  must  be  made  through  a  change  to 
the  service  agency  budget,  or  to  the  allocation  method  used  by  the  service  agency.  The  General 
Government  and  Transportation  Subcommittee  will  review  the  fixed  costs  proposals. 

Note:  A  complete  listing  of  all  fixed  costs  is  included  in  the  "Reference"  section 
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GENERAL  GOVERNMENT 


Section  A 


JOINT  SUBCOMMITTEE  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  AND  CLAIMS  COMMITTEES 


-Agencies- 


Legislative  Branch 
Legislative  Audit  Division 
Legislative  Fiscal  Division 
Legislative  Services  Division 

Consumer  Counsel 

Governor's  Office 

Secretary  of  State 

Commissioner  of  Political  Practices 


State  Auditor 

Revenue 

Administration 

Commerce 

Labor  and  Industry 

Military  Affairs 


-Committee  Members- 


House 


Senate 


Representative  Bill  Beck  (Chair) 
Representative  Champ  Edmunds 
Representative  Bill  McChesney 


Senator  Alan  Olson 
Senator  Edward  Buttrey 
Senator  David  Wanzenried 


-Fiscal  Division  Staff- 


Greg  DeWitt 
Quinn  Holzer 
Lois  Steinbeck 
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SUMMARY 


Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

134.97 

140.14 

134.97 

140.14 

140.14 

140.14 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Benefits  &  Claims 

9,975,053 

2,926,260 

1 33,233 

250 

11,251,586 

3,701,538 

80,729 

0 

10,873,290 

3,483,472 

75,000 

0 

10,858,306 

3,230,219 

75,000 

0 

21 ,226,639 

6,627,798 

213,962 

250 

21,731,596 

6,713,691 

150,000 

0 

504,957 

85,893 

(63,962) 

(250) 

2.38% 

1.30% 

(29.89%) 

(100.00%) 

Total  Costs 

$13,034,796 

$15,033,853 

$14,431,762 

$14,163,525 

$28,068,649 

$28,595,287 

$526,638 

1.88% 

General  Fund 
State  Special 

10,671,264 
2,363,532 

12,745,186 
2,288,667 

11,763,554 
2,668,208 

12,140,721 
2,022,804 

23,416,450 
4,652,199 

23,904,275 
4,691,012 

487,825 
38,813 

2.08% 
0.83% 

Total  Funds 

$13,034,796 

$15,033,853 

$14,431,762 

$14,163325 

$28,068,649 

$28,595,287 

$526,638 

1.88% 

The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


Legislative  Council 


20  &  21  Legislative  Services 

Susan  Fox  x3064 

FTE -59.97 

General  Fund  -  $6.7M 

All  Funds  -  $7.5M 


1104  Legislature 

State  Senate  and 

House  of  Representatives 

Total  FTE -134.97 

Total  General  Fund  -  $10.7M 

Total  All  Funds -S13.0M 


Legislative  Finance  Committee 


27  Fiscal  Analysis  &  Review 

Amy  Carlson  x2986 

FTE  -  20.50 

General  Fund  -  $1 .8M 

All  Funds -$1.8M 


Legislative  Audit  Committee 


28  Audit  &  Examination 
Tori  Hunthausen  x3122 

FTE  -  54.50 

General  Fund  -  S2.2M 

All  Funds  -  $3.7M 


Agency  Description 

Principal  entities  of  the  Legislative  Branch  (Branch)  consolidated  under  5-2-503,  MCA,  include  the  Senate  and  the  House 
of  Representatives,  the  Legislative  Services  Division,  the  Legislative  Fiscal  Division,  and  the  Legislative  Audit  Division. 
The  Senate  and  the  House  of  Representatives  together  comprise  the  Legislature,  which  exercises  the  legislative  power  of 
state  government,  creates  the  laws  of  the  state,  and  appropriates  funds  for  the  functions  of  state  government. 


Standing  and  interim  committees  of  the  Legislature,  aided  by  supporting  divisions  of  the  Branch,  monitor  the  functions  of 
state  government  and  report  to  the  Legislature.  The  Legislative  Audit  Committee,  Legislative  Council,  and  Legislative 
Finance  Committee  provide  oversight  and  management  of  legislative  divisions  during  the  interim. 
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SUMMARY 


The  budget  for  the  three  staff  divisions  and  legislative  interim  work  is  presented  in  HB  2. 
Senate  activity  is  presented  in  HB  1,  the  "feed  bill." 

Agency  Highlights 


The  budget  for  House  and 


Legislative  Branch 
Major  Budget  Highlights 


♦     The  budget  would  increase  1.9%  from  the  2011  biennium,  including  a  2.1% 
increase  in  general  fund,  due  to  the  following: 

•  Statewide  present  law  adjustments 

•  Funding  of  the  Districting  and  Apportionment  Commission  and  a 
portion  of  organizational  dues 

•  Retrofits  of  the  State  Capitol  building  to  address  work  health  issues 


Legislative  Action  Issues 


♦  Interim  Committee  Recommendation 

♦  Funding  for  the  Districting  and  Apportionment  Commission 

♦  Funding  to  address  healthy  work  environment  recommendations 

•      The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  2013  biennium. 

2013  Biennium  Goals 

During  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
to  consider  during  the  appropriation  process.  The  LFC  did  not  identify  any  critical  goals  for  monitoring  during  the 
session. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 
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SUMMARY 


Total  5%  Reduction  Plan  Identified  by  Legislative  Branch,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Biennium 

Percent 

State  Special 

Percent 

ProgranVDP  Number/Description                                                   FTE       General  Fund   Of  Total 

Revenue 

OfTotal 

Legislative  Branch 

Not  Included  in  Executive  Budget 

Legislative  Services  Division                                                       $674,447       63.3% 

$88,430 

37.4% 

Committees  and  Activities                                                                45,206         4.2% 

0 

0.0% 

Legislative  Fiscal  Division                                                          147,935       13.9% 

0 

0.0% 

Legislative  Audit  Division                                                          198,172       18.6% 

148.278 

62.6% 

Total  Legislative  Branch                                                                           $1,065,760 

$236,708 

Each  division  would  leave  professional-level  positions  open,  including  2  in  LSD,  1  in  LFD,  and  3  in  LAD.  Various 
supplies,  training,  lodging,  and  equipment  would  also  be  curtailed.  Interim  committee  budgets  and  the  Legislative 
Council's  emergent  issues  appropriation  would  also  be  reduced.  Further  detail  is  included  in  the  individual  division 
budget  narratives  that  follow. 


Agency  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Labor  Market  Experience  -  The  branch  has  had  adequate  applicant  pool  sizes  for  the  majority  of  its  positions 
and  small  pool  sizes  for  others.  Turnover  trends  have  been  normal  with  a  few  more  retirements  than  in  the  past. 
Twice  during  the  past  biennium  the  recruitment  process  had  to  be  extended  past  the  original  deadline.  There  have 
been  a  few  rejections  of  offers  because  the  agency  was  not  willing  to  pay  what  the  applicant  was  requesting, 
o  Pay  Philosophy  -  The  branch  pay  plan  encompasses  the  agency  pay  philosophy  and  provides  parameters  for  pay 
adjustments.  The  Legislative  Branch  typically  hires  at  entry  and  will  continue  to  do  so.  The  pay  philosophy  for 
career  ladders  will  remain  the  same  as  in  the  past— when  promoted  the  employee's  rate  of  pay  will  go  to  entry  of 
the  new  pay  range  unless  the  employee's  pay  is  already  above  the  entry  level  of  the  new  range, 
o     Obstacles  -  Limited  space  to  accommodate  staff  may  be  an  obstacle  to  retaining  qualified  workers. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Branch. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

20 1 3  Biennium  Budget 

Agency  Program 

General  Fund       State  Spec. 

Grand  Total 

Total  % 

20  Legislative  Services  Division 

$      14,137,078    $     137,771 

$       15,374,849 

53.77% 

21  Legis.  Committees  &  Activities 

1,147,216 

1,147,216 

4.01% 

27  Fiscal  Analysis  &  Review 

3,708,663 

3,708,663 

12.97% 

28  Audit  &  Examination 

4,91 1.318           3.453.241 

8,364,559 

29.25% 

Grand  Total 

$      23.904.275     $     4,691.012 

$       28.595.287 

100.00% 

Statutory  Appropriations 

The  following  details  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory  appropriations  do 
not  require  reauthorization  each  biennium,  they  do  not  appear  in  FIB  2  and  are  not  routinely  examined  by  the  legislature. 
The  Legislative  Branch  has  three  statutory  appropriations: 

1)    Legislative  Branch  reserve  account  is  any  portion  of  unexpended  and  unencumbered  money  included  in  the  "feed 
bill"  and  remaining  carry  forward  appropriations  for  the  divisions.   The  funds  may  be  used  for  major  Legislative 
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Branch  information  technology  projects  including  hardware,  software,  and  consultant  services  for  new  initiatives 
and  replacement  and  upgrading  of  existing  systems.  In  the  201 1  interim  a  total  of  $92,874  was  expended. 

2)  The  retirement  reserve  account  was  a  one-time-only  appropriation  of  $400,000  approved  by  the  2007  Legislature 
for  retirement  payouts.  A  total  of  $32,160  was  expended  in  FY  2010. 

3)  All  money  for  audits  transferred  to  the  legislative  auditor  must  be  deposited  in  a  state  special  revenue  fund  in  the 
state  treasury  to  the  credit  of  the  Office  of  the  Legislative  Auditor.  The  money  deposited  in  excess  of  general  and 
pay  plan  appropriations  is  derived  from  higher  than  estimated  audit  revenues  and  may  be  used  to  pay  expenses 
incurred  in  auditing  state  agencies  based  on  an  approved  operating  plan.  No  funds  were  expended  in  FY  2010. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 


Budget 
-iscal2012 

General  Fund 

Budget                Biennium 
Fiscal  2013          Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget                 Biennium 
Fiscal  2013            Fiscal  12-13 

Percent 
of  Budget 

10,671,264 
605,283 
167,285 
319,722 

$11,763^54 

10,671,264 

1,053,414 

336,321 

79,722 

$12,140,721 

21,342,528 

1,658,697 

503,606 

399,444 

$23,904,275 

89.28% 
6.94% 
2.11% 
1.67% 

13,034,796 
894,279 
182,965 
319,722 

$14,431,762 

13,034,796 

997,540 

51,467 

79,722 

$14,163,525 

26,069,592 

1,891,819 

234,432 

399,444 

$28,595,287 

91.17% 

6.62% 
0.82% 
1.40% 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

[FTE 

59.00 

64.17 

59.00 

64.17 

64.17 

64.17 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

4,606,243 

2,342,462 
133,233 

5,302,075 

2,850,300 

80,729 

4,980,614 

2,641,646 

75,000 

5,046,772 

2,555,817 

75,000 

9,908,318 

5,192,762 

213,962 

10,027,386 

5,197,463 

150,000 

119,068 

4,701 

(63,962) 

1.20% 

0.09% 

(29.89%) 

Total  Costs 

$7,081,938 

$8,233,104 

$7,697,260 

$7,677,589 

$15315,042 

$15,374,849 

$59,807 

0.39% 

General  Fund 
State  Special 

6,197,641 
884,297 

7,837,919 
395,185 

6,789,946 
907,314 

7,347,132 
330,457 

14,035,560 
1,279,482 

14,137,078 
1,237,771 

101,518 
(41,711) 

0.72% 
(3.26%) 

Total  Funds 

$7,081,938 

$8,233,104 

$7,697,260 

$7,677,589 

$15  J  15,042 

$15J74,849 

$59,807 

0.39% 

Program  Description 

'The  Legislative  Services  Division  provides  objective  research,  reference,  legal,  technical,  information  technology,  and 
business  services  to  the  House,  Senate,  and  other  divisions  of  the  Legislative  Branch.  Division  services  include:  1 )  bill 
and  amendment  drafting,  preparation  of  bills  for  introduction,  and  engrossing  and  enrolling  bills;  2)  publication  of 
legislative  documents  of  record;  3)  provision  of  legislative  research  and  reference  services;  4)  legal  counseling  on 
legislative  matters  and  agency  legal  support;  5)  personnel  and  business  services;  6)  planning,  installation,  and 
maintenance  of  agency  information  technology;  7)  legislative  committee  staffing  and  support;  8)  preparation,  publication, 
and  distribution  of  the  Montana  Code  Annotated  text  and  annotations;  9)  review  of  the  text  of  proposed  ballot  measures; 
1 0)  broadcasting  of  state  government  and  public  policy  events;  and  1 1 )  provision  of  legislative  information  to  the  public. 
:The  Legislative  Council  provides  policy  guidance  to  the  Legislative  Services  Division. 


Program  Highlights 


Legislative  Services  Division 
Major  Budget  Highlights 


♦  The  budget  would  increase  slightly  due  to: 

•  Statewide  present  law  adjustments 

•  $240,000  to  address  healthy  work  environment  recommendations 

♦  Expenditures  are  offset  by  a  cyclical  reduction  in  costs  of  the  Montana  Code 
Annotated 


iProgram  Narrative 

The  general  fund  budget  for  the  division  would  slightly  increase  due  to  statewide  present  law  adjustments,  funding  for  the 
Districting  and  Apportionment  Commission,  and  a  Capitol  building  retrofit  to  address  work  health  issues.  The  division 
.also  has  a  net  reduction  in  cyclical  costs  associated  with  production  of  the  Montana  Code  Annotated  (MCA). 


5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.    The 
following  summarizes  the  plan  for  the  division. 

The  division  would  reduce  personal  services  by  leaving  two  professional-level  positions  open,  replacing  two  long-term 
employees  with  entry-level  employees,  and  unidentified  vacancy  savings.    The  division  would  also  reduce  out-of-state 
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travel  expenses,  printing,  supplies,  training,  equipment  and  software,  and  audio/visual  equipment  for  TVMT.  The 
division  notes  that  extended  vacancies  prohibit  effective  succession  planning  and  reduce  staff  development.  Using 
equipment  longer  increases  the  risk  of  failure  and  significant  reductions  in  hardware  and  software  impact  all  divisions  and 
the  House  and  Senate.  The  unidentified  vacancy  savings  could  impact  essential  services  to  the  legislature  in  areas  such  as 
bill  drafting,  committee  support,  business  services,  or  technical  support. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Branch 


Program  Funding  Table 

Legislative  Services  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Bud  get 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$       6,197,641 

87.5% 

$       6,789,946 

88.2% 

$       7,347,132 

95.7% 

01 100  General  Fund 

6,197,641 

87.5% 

6,789,946 

88.2% 

7,347,132 

95.7% 

02000   Total  State  Special  Funds 

884,297 

12.5% 

907,314 

11.8% 

330,457 

4.3% 

02800  Reimbursable  Activities 

859,631 

12.1% 

882,962 

11.5% 

306,001 

4.0% 

02985  State  Government  Broadcasting 

24,666 

0.3% 

24,352 

0.3% 

24.456 

0.3% 

Grand   Total 

$  7.081.938.00 

100.0% 

$  7.697.260.00 

100.0% 

$  7.677.589.00 

1000% 

The  Legislative  Services  Division  is  mainly  funded  by  general  fund.  State  special  revenue  funding  supports  the  costs 
associated  with  the  state  broadcasting  service  (TVMT)  and  the  preparation,  publication,  and  distribution  of  the  Montana 
Codes  Annotated. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total 

Budget 

Fiscal  2013 

Funds 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

6,197,641 

343,855 

8,450 

240,000 

$6,789,946 

6,197,641 

828,816 

320,675 

0 

$7347,132 

12,395,282 

1,172,671 

329,125 

240,000 

$14,137,078 

87.68% 
8.30% 
2.33% 
1.70% 

7,081,938 

358,242 

17,080 

240,000 

$7,697,260 

7,081,938 

566,880 

28,771 

0 

$7,677389 

14,163,876 

925,122 

45,851 

240,000 

$15374,849 

92.12% 
6.02% 
0.30% 
1.56% 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

-al  ''OP 

FTE 



General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/ Deflation 
Fixed  Costs 

374,371 

567 

(16,696) 

440,529 

568 

125,783 

Total  Statewide  Present  Law  Adjustments 
$343,855 

$14,387 

$0 

$358,242 

$828,816 

($261,936) 

$0 

$566,880 

DP  201  -  LSD  Cyclical  Program  Operations 

0.00                 8,450 

8,630 

0 

17,080 

0.00 

320,675 

(291,904) 

0 

28,771 

Total  Other  Present  Law  Adjustments 

0.00                $8,450 

$8,630 

$0 

$17,080 

0.00 

$320,675 

($291,904) 

$0 

$28,771 

Grand  Total  All  Present  Law  Adjustments 

0.00           $352305 

$23,017 

$0 

$375322 

0.00 

$1,149,491 

($553,840) 

$0 

$595,651 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  Requirements  for  an  advanced  degree  and/or  experience  attract  fewer  applicants 

but  the  division  has  been  able  to  hire.  The  bad  economy  is  bringing  more  applicants, 
o     Vacancy  -  IT  personnel  have  high  turnover.  The  learning  curve  makes  for  less  efficiency.  IT  projects  have  been 

reprioritized,  some  duties  reassigned,  and  temporary  help  has  been  on  staff  almost  constantly  for  the  entire 

biennium. 
o     Legislatively  Applied  Vacancy  Savings  -  The  division  held  positions  open  to  generate  the  necessary  vacancy 

savings, 
o     Pay/Position  Changes  -  An  administrative  support  secretary  was  reclassified  to  legislative  secretary  based  on  a 

change  in  duties,  funded  with  vacancy  savings.  An  attorney's  pay  was  adjusted  for  temporary  duties  as  the  code 

commissioner,  also  funded  with  vacancy  savings, 
o     Retirements  -  For  the  branch,  1 8  employees  are  eligible,  or  will  become  eligible,  for  full  retirement  in  the  current 

fiscal  year.  Eight  more  employees  become  eligible  in  FY  2012  and  FY  2013.  That  total,  26  employees,  is  20%  of 

the  agency  total.    Compensated  absence  liability  on  the  books  as  of  August,  2010,  for  all  26  employees  is 

$635,042.  In  this  division,  the  financial  manager  will  retire  in  the  2013  biennium. 


:DP  201  -  LSD  Cyclical  Program  Operations  -  All  increases  and  decreases  contained  in  this  proposal  reflect  the  cyclical 
nature  of  the  legislative  business  cycle.  An  $8,000  general  fund  increase  each  year  supports  the  work  of  the  Districting  & 
-Apportionment  Commission  following  the  national  census.  A  $9,000  special  revenue  fund  increase  in  Montana  Code 
Annotated  costs  in  the  first  year  is  more  than  offset  by  a  second  year  reduction  of  $292,348  related  to  the  production  and 
'•  publication  of  the  MCA.  Other  second  year  changes,  totaling  $321,000,  fund  costs  of  the  2013  legislative  session  which 
i  are  not  included  in  the  base  year  or  which  increase  during  a  session  year.  Such  costs  include  streaming  legislative 
!  proceedings  over  the  internet,  production  costs  of  TVMT,  temporary  staff  support  of  House  and  Senate  secretaries,  and 
contracted  services  for  support  of  the  LAWS  system  session  network  buildup,  and  computer-related  assistance  to 
legislators. 
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New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  20 1 2 

General                State 
Program                FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Fiscal  ''OH    -    

State 
Special 

Federal 
Special 

Total 
Funds 

DP  206  -  Retro-Commissioning  the  Capitol  Building 

20              0.00             240,000                       0 

Total               0.00            $240,000                       $0 

0 
$0 

240,000 
$240,000 

0.00 
0.00 

0 
$0 

0 
$0 

0 
$0 

0 
SO 

DP  206  -  Retro-Commissioning  the  Capitol  Building  -  During  the  20 1 1  biennium,  the  LSD  contracted  for  an  analysis 
and  the  development  of  a  Capitol  Building  Master  Plan  as  it  relates  to  the  Legislature's  needs  and  the  needs  of  the  public 
within  legislative  space.  The  work  provides  a  long-term  guideline  to  use  in  conjunction  with  the  Capitol  Campus  Master 
Plan  and  considers  the  historic  character  of  the  building  while  looking  at  public  accessibility,  public  participation  in  the 
legislative  process,  efficiency  in  the  delivery  of  services,  and  provision  of  a  safe  and  healthy  work  environment.  Funding 
for  the  Capitol  Building  Master  Plan  will  be  considered  in  the  arena  of  long-term  building  requests  in  a  future  session. 

This  proposal  provides  one-time  biennial  funding  for  shorter-term  options  related  to  a  healthy  work  environment  and 
includes  retro-commissioning  the  mechanical  system  and  controls  within  the  Capitol  building  and  the  central  plant, 
upgrading  lighting,  and  opening  window  wells  closed  over  during  Capitol  renovation. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

0.97 

0.97 

0.97 

0.97 

0.97 

0.97 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

99,245 
352,826 

70,074 
490,584 

125,722 
593,758 

48,375 
379,361 

169,319 
843,410 

174,097 
973,119 

4,778 
129,709 

2.82% 
15.38% 

Total  Costs 

$452,071 

$560,658 

$719,480 

$427,736 

$1,012,729 

$1,147,216 

$134,487 

13.28% 

General  Fund 

452,071 

560,658 

719,480 

427,736 

1,012,729 

1,147,216 

134,487 

13.28% 

Total  Funds 

$452,071 

$560,658 

$719,480 

$427,736 

$1,012,729 

$1,147,216 

$134,487 

13.28% 

Program  Description 

The  Legislative  Committees  and  Activities  Program  supports  the  activities  of  standing  and  interim  legislative  committees 
that  are  conducted  during  the  interim  between  legislative  sessions.  Program  expenditures  support:  1 )  interim  study 
activities  as  defined  in  5-5-202  through  5-5-217,  MCA;  2)  cooperative  interstate,  international  and  intergovernmental 
activities  as  outlined  in  5-1 1-303  through  5-1 1-305,  MCA;  and  3)  other  legislative  activities  for  which  appropriations  are 
;  made. 

Program  Highlights 


Legislative  Committees  and  Activities 
Major  Budget  Highlights 


General  fund  would  increase  13.3%  due  primarily  to  the  following: 

•  Funding  of  the  Districting  and  Apportionment  Commission 

•  A  portion  of  dues  to  four  legislative  organizations,  including  NCSL, 
CSG,  NCCUSL,  and  PNWER 

•  Reinstatement  of  the  Legislative  Council's  emerging  issues  fund 


Program  Narrative 

1  Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
following  summarizes  the  plan  for  the  division. 

Each  interim  committee's  budget  would  be  reduced  by  $2,000,  and  the  Legislative  Council's  emerging  issues  budget 
j  would  be  reduced  by  $11,603.  The  division  notes  that  a  reduction  in  interim  committee  budgets  places  a  budgetary 
j  restriction  on  the  scope  of  the  committee's  work,  and  could  restrict  subcommittee  work.   The  reduction  in  the  emergent 

issues  budget  places  limits  on  the  council's  ability  to  respond  to  issues  in  the  interim.  Both  reductions  could  reduce  the 
!  information  available  to  subsequent  legislatures. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Branch 
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The  program  is  entirely  funded  with  general  fund. 


Program  Funding  Table 
Legis.  Committees  &  Activities 

Program  Funding 

Base 

FY  2010 

%  of  Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$          452,071 

452.071 

$          452.071 

100.0%     $          719,480 
100.0%                719.480 
100.0%     $          719.480 

100.0% 
100.0% 
100.0% 

$         427,736 

427.736 

$          427.736 

100.0% 
100.0% 

100.0% 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 

Budget 

Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

452,071 
38,102 

149,585 
79,722 

$719,480 

452,071 

(68,953) 

(35,104) 

79,722 

$427,736 

904,142 
(30,851) 
114,481 
159,444 

$1,147,216 

78.81% 

(2.69%) 

9.98% 

13.90% 

452,071 
38,102 

149,585 
79,722 

$719,480 

452,071 

(68,953) 

(35,104) 

79,722 

$427,736 

904,142 
(30,851) 
114,481 

159,444 

$1,147,216 

78.81% 

(2.69%) 

9.98% 

13.90% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  2012 — 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2013- 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$38,102  $0 

DP  21 1  -  Interim  Committees  Cyclical  Program  Operations 

0.00  149,585  0 

Total  Other  Present  Law  Adjustments 

0.00  $149,585  $0 

Grand  Total  All  Present  Law  Adjustments 

0.00  $187,687  $0 


$0 


$0 


$0 


40,658 

(119) 

(2,437) 


$38,102 

149,585 

$149385 

$187,687 


($68,953) 
0.00  (35,104) 

0.00  ($35,104) 

0.00         ($104,057) 


$0 

0 

$0 

$0 


(66,400) 

(116) 

(2,437) 


$0  ($68,953) 

0  (35,104) 

$0  ($35,104) 

$0  ($104,057) 


DP  21 1  -  Interim  Committees  Cyclical  Program  Operations  -  Adjustments  from  base,  including  the  $25,742  reduction  to 
personal  services  in  statewide  present  law,  total  $88,739.  An  operational  increase  of  $49,134  relates  to  decennial  work 
of  the  Districting  &  Apportionment  Commission,  a  $25,354  reduction  "pools"  organizational  dues,  a  $8,785  increase 
relates  to  personal  car  mileage,  and  a  $50,000  increase  relates  to  re-establishment  of  the  Legislative  Council's 
discretionary  fund  for  emerging  issues  which  was  not  expended  in  the  base  year.  The  emerging  issues  fund  is  the  same 
amount  approved  in  the  last  two  bienniums  and  is  not  an  increase  when  comparing  biennium  to  biennium. 
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New  Proposals 

The  "'New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.   Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

£;-,-.,!  inn 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  212  -  Interstate  Organization  Dues 

21               0.00                79,722 

Total               0.00              $79,722 

0 
$0 

0 
$0 

79,722 
$79,722 

0.00 
0.00 

79,722 
$79,722 

0 
$0 

0 
$0 

79,722 
$79,722 

DP  2 1 2  -  Interstate  Organization  Dues  -  This  proposal  provides  funding  for  interstate  organizational  dues  in  an  amount 
equal  to  30%  of  the  total  dues  for  the  2013  biennium  for  four  interstate  organizations  including  the  National  Conference 
of  Commissioners  on  Uniform  State  Law  (NCCUSL),  the  Pacific  Northwest  Economic  Region  (PNWER),  the  National 
Conference  of  State  Legislatures  (NCSL)  and  the  Council  of  State  Governments  (CSG).  The  program's  present  law 
budget  contains  funding  sufficient  to  pay  50%  of  the  dues— this  proposal  would  increase  the  total  funding  to  80%  of  the 
anticipated  cost. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

20.50 

20.50 

20.50 

20.50 

20.50 

20.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

1,771,252 
54,931 

1,811,909 
86,707 

1,779,940 
55,359 

1,776,959 
96,405 

3,583,161 
141,638 

3,556,899 
151,764 

(26,262) 
10,126 

(0.73%) 
7.15% 

Total  Costs 

$1,826,183 

$1,898,616 

$1,835,299 

$1,873,364 

$3,724,799 

$3,708,663 

($16,136) 

(0.43%) 

General  Fund 

1,826,183 

1,898,616 

1,835,299 

1,873,364 

3,724,799 

3,708,663 

(16,136) 

(0.43%) 

Total  Funds 

$1,826,183 

$1,898,616 

$1,835,299 

$1,873364 

$3,724,799 

$3,708,663 

($16,136) 

(0.43%) 

Program  Description 

The  Legislative  Fiscal  Division  provides  the  legislature  with  objective  fiscal  information  and  analysis  relevant  to 
Montana  public  policy  and  budget  determination.  Division  services  include:  1 )  fiscal  analysis  of  state  government  and 
the  furnishing  of  information  bearing  upon  the  financial  matters  of  the  state;  2)  identification  of  ways  to  effect  economy 
and  efficiency  in  state  government;  3)  estimation  of  revenue  and  analysis  of  tax  policy;  4)  analysis  of  the  executive 
budget;  5)  compiling  and  analyzing  fiscal  information  for  legislators  and  legislative  committees;  and  6)  staffing  and 
support  for  legislative  committees,  including  the  preparation  and  processing  of  the  appropriation  bills  for  the  legislative, 
judicial,  and  executive  agencies.  The  Legislative  Finance  Committee  provides  guidance  to  the  Legislative  Fiscal 
Division. 


Program  Highlights 


Legislative  Fiscal  Division 
Major  Budget  Highlights 


♦  The  budget  would  decrease  slightly  compared  to  the  20 1 1  biennium  due  to  a 
higher  personal  services  cost  in  FY  201 1 

♦  Funds  for  cyclical  session  expenses  are  included  in  FY  2013  at  the  FY  201 1 
level 


Program  Narrative 

The  budget  shows  a  slight  decrease  from  the  201 1  biennium  level  because  unspent  authority  in  FY  2010  shifted  to  FY 
201 1  because  the  appropriation  for  the  201 1  biennium  was  biennial. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  for  the  division. 

The  division  would  leave  one  professional-level  position  vacant  for  the  biennium.  Operating  reductions  would  also  be 
made  to  supplies  and  contracted  services.  The  division  notes  that  an  extended  vacancy  directly  impacts  the  division's 
ability  to  provide  enhanced  services  identified  as  critical  by  the  previous  legislature  and  places  the  division  focus  on 
essential  services  like  the  budget  analysis.  The  vacancy  also  reduces  the  division's  ability  to  develop  staff  expertise  prior 
to  staff  retirement. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Fiscal  Analysis  &  Review 

Program  Funding 

Base 

FY  2010 

%  of  Base           Budget 
FY2010             FY2012 

%  ofBudget 
FY  2012 

Budget 
FY  201 3 

", 

ofBudget 
FY  201 3 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$        1,826,183 

1.826.183 

S        1.826.183 

100.0%     $       1,835,299 
100.0%             1.835.299 
100.0%     S        1.835.299 

100.0% 
100.0% 
100.0% 

$        1,873,364 

1.873.364 

S        1.873.364 

100.0% 
100.0% 

100.0% 

The  division  is  entirely  funded  with  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


1,826,183 

9,116 

0 

0 

$1,835,299 


1,826,183 

2,181 

45,000 

0 

$1,873J64 


3,652,366 

11,297 

45,000 

0 

$3,708,663 


98.48% 
0.30% 
1.21% 
0.00% 


1,826,183 
9,116 

0 

0 

$1,835,299 


1,826,183 

2,181 

45,000 

0 

$1,873364 


3,652,366 

11,297 

45,000 

0 

$3,708,663 


98.48% 
0.30% 
1.21% 
0.00% 


i  Present  Law  Adjustments 

'  The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
i  "Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.    Decisions  on  these 
I  items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

cal  2012- 

State 

Special 

Fiscal  2013 
State 
Special 

General 
FTE                  Fund 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

S.hSX 
(96) 
524 

4,207 

(94) 

(1,932) 

Total  Statewide  Present  Law  Adjustments 

$9,116 

$0 

$0 

$9,116 

$2,181 

$0 

$0 

$2,181 

DP  271  -  LFD  Cyclical  Program  Operations 

0.00                      0 

0 

0 

0 

0.00 

45,000 

0 

0 

45,000 

Total  Other  Present  Law  Adjustments 

0.00                       $0 

$0 

$0 

$0 

0.00 

$45,000 

$0 

$0 

$45,000 

Grand  Total  All  Present  Law  Adjustments 

0.00                $9,116 

$0 

$0 

$9,116 

0.00 

$47,181 

$0 

$0 

$47,181 
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Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  Requirements  for  an  advanced  degree  and/or  experience  attract  fewer  applicants 

but  the  division  has  been  able  to  hire.  The  bad  economy  is  bringing  more  applicants, 
o     Vacancy  -  None  noted, 
o     Legislatively  Applied  Vacancy  Savings  -  The  division  held  positions  open  to  generate  the  necessary  vacancy 

savings. 
o     Pay/Position  Changes  -  None  noted  beyond  career  ladder  adjustments. 

o  Retirements  -  For  the  branch,  18  employees  are  eligible,  or  will  become  eligible,  for  full  retirement  in  the 
current  fiscal  year.  Eight  more  employees  become  eligible  in  FY2012  and  FY2013.  That  total,  26  employees,  is 
20%  of  the  agency  total.  Compensated  absence  liability  on  the  books  as  of  August,  2010,  for  all  26  employees  is 
$635,042.  In  this  division,  one  principal  fiscal  analyst  and  potentially  one  or  more  senior  analysts  may  retire. 

DP  27 1  -  LFD  Cyclical  Program  Operations  -  This  proposal  increases  the  FY  2013  budget  by  $45,000  general  fund  in  the 
categories  of  overtime,  temporary  services,  printing,  photocopy,  and  office  supplies  due  to  cyclical  legislative  session 
costs  that  are  not  captured  in  the  base  year.  This  is  the  same  amount  approved  in  the  previous  two  biennia,  and  is  not  an 
increase  when  comparing  biennium  to  biennium. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

54.50 

54.50 

54.50 

54.50 

54.50 

54.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Benefits  &.  Claims 

3,498,313 

176,041 

250 

4,067,528 

273,947 

0 

3,987,014 

192,709 

0 

3,986,200 

198,636 

0 

7,565,841 

449,988 

250 

7,973,214 

391,345 

0 

407,373 

(58,643) 

(250) 

5.38% 

(13.03%) 

(100.00%) 

Total  Costs 

$3,674,604 

$4,341,475 

$4,179,723 

$4,184,836 

$8,016,079 

$8364^59 

$348,480 

435% 

General  Fund 
State  Special 

2,195,369 
1,479,235 

2,447,993 
1,893,482 

2,418,829 
1,760,894 

2,492,489 
1,692,347 

4,643,362 
3,372,717 

4,911,318 
3,453,241 

267,956 
80,524 

5.77% 
2.39% 

Total  Funds 

$3,674,604 

$4341,475 

$4,179,723 

$4,184,836 

$8,016,079 

$8364359 

$348,480 

4.35% 

Program  Description 

The  Legislative  Audit  Division  conducts  independent  audits  and  provides  factual  and  objective  information  to  the 
legislative  and  executive  managers  of  the  public  trust.  Division  services  include:  1)  conducting  and  reporting  of  biennial 
financial-compliance  audits,   performance  audits,   information  systems  audits,   and  special   audits  of  state  agency 

i  operations;  2)  reporting  of  violation  of  penal  statutes,  instances  of  misfeasance,  malfeasance,  or  nonfeasance,  and 
shortages  discovered  in  an  audit  that  are  covered  by  surety;  3)  auditing  records  of  entities  under  contract  with  the  state; 

'  and  4)  assisting  the  legislature,  its  committees,  and  its  members  by  providing  information  related  to  the  fiscal  affairs  of 

;  state  government.  The  Legislative  Auditor  consults  with  the  Legislative  Audit  Committee. 

j  Program  Highlights 


Legislative  Audit  Division 
Major  Budget  Highlights 


♦     Costs  would  increase  4.4%,  including  a  5.8%  increase  in  general  fund,  due  to 
statewide  present  law  adjustments 


Program  Narrative 

I  The  budget  for  the  division  would  increase  by  4.4%,  including  5.8%  general  fund,  due  almost  entirely  to  statewide 
;  present  law  adjustments.  The  division  also  requests  a  slight  increase  for  various  cyclical  costs,  including  peer  review. 


5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  for  the  division. 

The  division  would  reduce  expenditures  primarily  by  leaving  three  professional-level  positions  vacant  for  an  extended 
period  of  time.  The  division  notes  that  extended  vacancies  reduce  its  ability  to  hire  and  train  qualified  audit  staff  while 
anticipating  a  loss  of  experience  due  to  retirements.  The  division  also  plans  to  cancel  certain  phone  leases  and  purchase 
phones,  and  use  webinars  and  in-house  training  to  continue  professional  development  of  staff. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Audit  &  Examination 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$ 

2,195,369 

59.7% 

S 

2,418,829 

57.9% 

$ 

2,492,489 

59.6% 

01 100  General  Fund 

2,195,369 

59.7% 

2,418,829 

57.9% 

2,492,489 

59.6% 

02000    Total  State  Special  Funds 

1,47935 

40.3% 

1,760,894 

42.1% 

1,692,347 

40.4% 

02042  Legislative  Ai 

dit 

1,479,235 

40.3% 

1,760,894 

42.1% 

1,692,347 

40.4% 

Grand    Total 

IE 

3.674.604 

100.0% 

IE 

4.179,723 

100.0% 

5 

4.184.8% 

100.0% 

This  program  is  funded  through  a  combination  of  general  fund  and  state  special  revenue  funds  generated  through  the 
assessment  to  agencies  of  federally  approved  hourly  rates  charged  for  audit  services. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 

Budget  Item 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

2,195,369 

214,210 

9,250 

0 

2,195,369 

291,370 

5,750 

0 

4,390,738 

505,580 

15,000 

0 

89.40% 

10.29% 

0.31% 

0.00% 

3,674,604 

488,819 

16,300 

0 

3,674,604 

497,432 

12,800 

0 

7,349,208 

986,251 

29,100 

0 

87.86% 

11.79% 

0.35% 

0.00% 

Total  Budget 

$2,418,829 

$2,492,489 

$4,911,318 

$4,179,723 

$4,184,836 

$8,364,559 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

488,701 

(1,106) 

1,224 

487,887 
(1,089) 
10,634 

Total  Statewide  Present  Law  Adjustments 
$214,210 

$274,609 

$0 

$488,819 

$291370 

$206,062 

$0 

$497,432 

DP  281  -  LAD  Cyclical  Program  Operations 

0.00                 9,250 

7,050 

0 

16,300 

0.00 

5,750 

7,050 

0 

12,800 

Total  Other  Present  Law  Adjustments 

0.00               $9,250 

$7,050 

$0 

$16,300 

0.00 

$5,750 

$7,050 

$0 

$12,800 

Grand  Total  All  Present  Law  Adjustments 

0.00           $223,460 

$281,659 

$0 

$505,119 

0.00 

$297,120 

$213,112 

$0 

$510,232 
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Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Pay  Plan  Exceptions  -  In  order  to  remain  competitive  with  private  CPA  firms,  entry  level  auditors  are  hired  at 
93%  of  market  rather  than  entry. 

o  Program  Specific  Obstacles  -  Requirements  for  an  advanced  degree  and/or  experience  attract  fewer  applicants 
but  the  division  has  been  able  to  hire.  The  bad  economy  is  bringing  more  applicants. 

o     Vacancy  -  None  noted. 

o  Legislatively  Applied  Vacancy  Savings  -  The  division  held  positions  open  to  generate  the  necessary  vacancy 
savings. 

o     Pay/Position  Changes  -  None  beyond  career  ladder  and  merit  pay  promotions. 

o  Retirements  -  For  the  branch,  18  employees  are  eligible,  or  will  become  eligible,  for  full  retirement  in  the 
current  fiscal  year.  Eight  more  employees  become  eligible  in  FY2012  and  FY2013.  That  total,  26  employees,  is 
20%  of  the  agency  total.  Compensated  absence  liability  on  the  books  as  of  August,  2010,  for  all  26  employees  is 
$635,042.  In  this  division,  there  are  a  number  of  potential  audit  management  retirements. 

DP  28 1  -  LAD  Cyclical  Program  Operations  -  Changes  from  the  adjusted  base  include  cyclical  costs  associated  with  a 
Peer  Review  required  by  Governmental  Auditing  Standards,  the  biennial  Legislative  Branch  audit,  and  contract  services 
for  the  potential  use  of  actuarial  expertise  during  the  division's  audits  of  the  retirement  systems  and  the  Montana  State 
Fund. 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  20 11 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

5.54 

5.54 

5.54 

5.54 

5.54 

5.54 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

453,709 
485,539 

567,986 
825,334 

572,931 
1,064,288 

574,618 
1,066,255 

1,021,695 
1,310,873 

1,147,549 
2,130,543 

125,854 
819,670 

12.32°/, 
62.53% 

Total  Costs 

$939,248 

$1,393,320 

$1,637,219 

$1,640,873 

$2,332,568 

$3,278,092 

$945324 

40.54°/. 

State  Special 

939,248 

1,393,320 

1,637,219 

1,640,873 

2,332,568 

3,278,092 

945,524 

40.54% 

Total  Funds 

$939,248 

$1,393,320 

$1,637,219 

$1,640,873 

$2,332,568 

$3,278,092 

$945,524 

40.54% 

Agency  Description 

Agency  Mission:  The  Consumer  Counsel  represents  state-wide  consumer  interests  in  hearings  before  the  Public  Service 
Commission  and  like  agencies.  On  behalf  of  the  public  of  Montana,  the  counsel  may  initiate,  intervene,  and  participate  in 
appropriate  proceedings  before  state  or  federal  courts  or  administrative  agencies.  The  Montana  Consumer  Counsel  is 
part  of  the  legislative  branch  and  is  overseen  by  the  Legislative  Consumer  Committee.  The  Consumer  Counsel  is 
provided  for  by  Article  XHI,  Section  2  of  the  Montana  Constitution,  and  is  governed  by  Title  5,  Chapter  15,  and  Title  69, 
Chapters  1  and  2,  MCA. 

Agency  Highlights 


Montana  Consumer  Counsel 
Major  Budget  Highlights 


The  majority  of  the  requested  statewide  present  law  increase  is  due  to  under- 
filled positions  during  the  base  year 

The  62.6%  increase  in  operating  expense  is  due  to  a  request  to  re-establish 
funding  for  consulting  and  professional  fees  due  to  unusually  light  legal  costs 
during  the  base  year 


Legislative  Action  Issues 


The  single  decision  package  submitted  by  the  executive  provides  the  agency 
with  the  possibility  of  increasing  its  base  expenditures  by  including  caseload 
contingency  funding 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  2013  biennium. 
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201 1  Biennium  Goals 

The  Consumer  Counsel  had  no  goals  that  were  monitored  by  the  Legislative  Finance  Committee  during  the  2011 
biennium. 

2013  Biennium  Goals 

During  the  interim  the  Legislative  Finance  Committee  met  with  the  agency  to  select  critical  goals  and  performance 
measurements  for  the  legislature  to  consider  during  the  appropriation  process.  The  identified  critical  goals  are: 

Goal: 

To  represent  Montana  consumers  in  appropriate  proceedings  before  the  Public  Service  Commission,  Federal  Energy 
Regulatory  Commission,  Federal  Communications  Commission,  federal  administrative  agencies,  and  state  and  federal 
court  proceedings;  to  monitor  proposed  legislation  and  participate  in  the  legislative  process  before  the  Montana 
Legislature  and  the  U.S.  Congress  for  Montana  consumers;  to  participate  in  activities  that  will  help  develop  competitive 
markets  in  restructured  utility  industries. 

Performance  Measurements: 

o     Number  and  percent  of  total  Montana  Public  Service  Commission  filings  audited  and  analyzed 

o     Number  and  percent  of  Montana  Public  Service  Commission  proceedings  participated  in  on  behalf  of  Montana 

consumers 
o     Number  of  Federal  Energy  Regulatory  Commission,  Federal  Communications  Commission,  state  and  federal 

court,  and  other  state  or  federal  administrative  agency  proceedings  participated  in  on  behalf  of  Montana 

consumers 
o     Number  of  and  impact  of  positive  outcomes  due  to  participation  of  the  Consumer  Counsel  in  all  proceedings 

participated  in  on  behalf  of  Montana  consumers 

Agency  Overview 

Personal  services  increases  from  the  prior  biennium  are  due  to  statewide  present  law  adjustments  including  fully  funding 
positions  that  were  under-filled  in  the  base  year.  The  agency  underutilized  its  budgeted  personal  services  hours  by 
14.5%  during  the  base  year  due  to  one  full-time  and  one  part-time  position  being  filled  for  approximately  half  of  the 
year. 

Budgeted  personal  services  expenditures  for  FY  2010  were  $563,608.  Actual  personal  services  expenditures  were 
$453,655,  thus  producing  a  vacancy  savings  of  $109,953.  This  is  reflected  in  the  statewide  present  law  adjustment  for 
personal  services  of  $1 19,222  in  FY  2012  and  $120,909  in  FY  2013  to  fund  the  under-filled  positions. 

The  62.5%  increase  in  operating  expenses  is  due  to  a  request  of  about  $560,000  annually  in  additional  authority  for 
consulting  and  professional  services  expense.  Included  in  the  requested  amount  is  $250,000  for  caseload  contingency. 
For  a  further  discussion,  see  the  issue  in  the  "Present  Law  Adjustments"  section.  There  were  no  expenditures  recorded  on 
the  state  accounting  system  for  caseload  contingency  in  the  FY  2010  base  year,  so  the  agency  is  requesting  that  the  entire 
$250,000  annual  amount  be  re-established  as  a  portion  of  this  request.  That  leaves  about  $310,000  annually  requested 
for  consulting  and  professional  services. 

5%  Reduction  Plan 

No  plan  is  included  because  statute  exempts  agencies  with  20  or  fewer  FTE  from  the  requirement  to  submit  a  5% 
reduction  plan. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  submitted  by  the 
Consumer  Counsel. 
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Program  Funding  Table 
Administration  Program 

Program  Funding 

Base 
FY  2010 

%  of  Base 
FY  2010 

Budget 
FY  20 12 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000   Total  State  Special  Funds 

02801  Dep  Rev  Consumer  Cncl  Tax 
Grand  Total 

939,248 
939348 
939.248 

100.0% 
100.0% 

100.0% 

1,637,219 
1,637.219 

100.0% 
100.0% 

100.1)% 

1,640,873 
1.640,873 
1.640.873 

100.0% 
100.0% 
100.0% 

The  Consumer  Counsel  is  funded  by  a  constitutionally  earmarked  tax  that  is  levied  on  all  regulated  entities  under  the 
jurisdiction  of  the  Public  Service  Commission.  The  funding  formula  is  specified  in  61-1-223  and  224,  MCA.  Each  year 
the  Department  of  Revenue  determines  the  total  gross  operating  revenue  generated  by  all  regulated  activities  within  the 
state  for  the  previous  fiscal  year.  The  Department  of  Revenue  then  computes  the  percentage  tax  necessary  to  yield  an 
amount  equal  to  the  current  appropriation,  with  no  excess  funds.  If  collection  of  excess  revenue  occurs,  the  amount 
charged  to  the  regulated  utilities  for  the  following  year  is  reduced. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


-General  Fund- 


-Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Budget 
Fiscal  2012 


Budget 
Fiscal  20 13 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


939,248 

140,425 

557,546 

0 

$1,637,219 


939,248 

142,593 

559,032 

0 

$1,640,873 


1,878,496 

283,018 

1,116,578 

0 

$3,278,092 


57.30% 
8.63% 

34.06% 
0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  Consumer  Council. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


General 

State 

Federal 

Total 

FTE                   Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 

119,222 
(10) 

Fixed  Costs 

21,213 

Total  Statewide  Present  Law  Adjustments 

$0 

$140,425 

$0 

$140,425 

DP  1  -  Present  Law  Base  Adjustments 

0.00                       0 

557,546 

0 

557,546 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$557,546 

$0 

$557,546 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$697,971 

$0 

$697,971 

FTE 


Fiscal  201 3 

General  State  Federal  Total 

Fund  Special  Special  Funds 


0.00 


0.00 


0.00 


$0 


$0 


$0 


$142,593 

559,032 

$559,032 

$701,625 


$0 


$0 


$0 


120,909 

(9) 

21,693 


$142393 

559,032 

$559,032 

$701,625 
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Agency  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  Specific  and  unique  skills  make  it  hard  to  find  qualified  applicants.  The  majority 
of  applicants  are  unqualified  and  the  agency  has  had  to  recruit  positions  more  than  once  due  to  unqualified 
applicants, 
o     Vacancy  -  The  agency  generally  has  low  turnover, 
o     Legislatively  Applied  Vacancy  Savings  -  Because  it  has  fewer  than  20.00  FTE,  the  agency  was  exempted  from 

vacancy  savings  requirements, 
o     Pay/Position  Changes  -  No  pay  adjustments  were  made  except  an  increase  to  a  new  hire  due  to  successful 

completion  of  a  probation  period, 
o     Retirements  -  Two  employees  are  eligible  for  full  retirement,  with  an  anticipated  liability  of  $91,199.   One  of 
these  employees  could  retire  this  biennium. 

DP  1  -  Present  Law  Base  Adjustments  -  The  budget  request  includes  a  $250,000  caseload  contingency  component  each 
year  of  the  2013  biennium  for  costs  associated  with  unanticipated  caseload,  consistent  with  appropriations  in  prior 
biennia.  The  remaining  adjustments,  totaling  about  $308,000  annually,  are  attributed  to  contract  amounts  and  historical 
expenditure  levels  for  consulting  and  professional  services.  FY  2010  base  year  expenditures  for  consulting  and 
professional  services  were  $281,521  less  than  the  average  of  the  three  fiscal  years  prior. 


LFD 
ISSUE 


Contingency  Set-Aside  Could  be  Used  to  Build  Expenditure  Base 


The  decision  package  combines  requests  for  maintaining  a  historical  base  level  of  funding  for  contracted 
legal  services  and  a  contingency  fund  for  unanticipated  expenditures  for  the  same  purpose.  As  it  stands, 
because  the  $250,000  annual  caseload  contingency  funding  is  not  separated  and  not  designated  as  one-time-only,  each 
time  the  Consumer  Counsel  expends  a  portion  of  this  amount  in  the  base  year,  it  becomes  part  of  their  base  budget.  By 
separating  the  request,  the  legislature  would  be  able  to  easily  see  the  portion  of  the  agency's  expenditures  that  were 
funded  from  this  set-aside.  In  addition,  should  the  legislature  choose,  the  appropriation  could  be  restricted,  made  one- 
time-only, or  be  completely  disregarded  as  the  legislature  saw  fit. 

Options 

1 .  Leave  the  decision  package  as  is 

2.  Separate  the  caseload  contingency  portion  in  to  its  own  decision  package 

3.  Separate  the  caseload  contingency  portion  in  to  its  own  decision  package  and  designate  it  as  one-time-only 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

60.07 

60.07 

60.07 

60.07 

60.07 

60.07 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

4,465,074 

1,507,560 

0 

4,605,475 

1,563,598 

0 

4,502,571 

1,567,852 

0 

4,500,239 

1,503,989 

0 

9,070,549 

3,071,158 

0 

9,002,810 

3,071,841 

0 

(67,739) 

683 

0 

(0.75%) 

0.02% 

n/a 

Total  Costs 

$5,972,634 

$6,169,073 

$6,070,423 

$6,004,228 

$12,141,707 

$12,074,651 

($67,056) 

(0.55%)  j 

General  Fund 
State  Special 
Federal  Special 
Other 

5,946,921 

25,713 

0 

0 

6,136,573 

32,500 

0 

0 

6,057,949 

12,474 

0 

0 

5,991,819 

12,409 
0 
0 

12,083,494 

58,213 

0 

0 

12,049,768 

24,883 

0 

0 

(33,726) 

(33,330) 

0 

0 

(0.28%)  1 
(57.26%)  1 
n/a 
n/a  i 

Total  Funds 

$5,972,634 

$6,169,073 

$6,070,423 

$6,004,228 

$12,141,707 

$12,074,651 

($67,056) 

(0.55%) 

The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


3101  Governor's  Office 

Governor  Brian  Schweitzer 

X3111 

Total  FTE  -  60.07 

Total  General  Fund  -  S5.9M 

Total  All  Funds  -  S6.0M 


01  Executive  Office 

Program 
Vivian  Hammill  x3111 

FTE -21.63 

General  Fund  -  $2.6M 

All  Funds  -  $2.6M 


03  Air  Transportation 

Program 
Joseph  Brand  x0766 

FTE -1.50 

General  Fund  -  $0.3M 

All  Funds  -  $0.3M 


06  Centralized  Services 

Program 

Rosemary  Harmon  X5518 

FTE -4.00 

General  Fund  -  $0.4M 

All  Funds  -  $0.4M 


02  Executive  Residence 

Operations 

Vivian  Hammill  x31 1 1 

FTE -1.50 

General  Fund- $0.1  M 

All  Funds-  $0.1  M 


04  Office  of  Budget  & 

Program  Planning 

David  Ewerx3616 

FTE -19.00 

General  Fund  -  $1.5M 
All  Funds -$1.5M 


12  Lieutenant  Governor's 

Office 

Lieutenant  Governor 

John  Bohlinger  X5665 

FTE  -  3.94 

General  Fund  -  $0.3M 

All  Funds  -  $0.3M 


05  Coordinator  of 

Indian  Affairs 

Lesa  Evers  x3702 

FTE  -  2.00 

General  Fund  -  $0.2M 

All  Funds  -  $0.2M 


1 6  Citizens'  Advocate 

Office 
Bob  Schleicher  x3468 

FTE -1.50 

General  Fund- $0.1  M 

All  Funds-  $0.1  M 


20  Mental  Disabilities 

Board  of  Visitors 

Gene  Haire  x3955 

FTE  -  5.00 

General  Fund  -  $0.4M 
All  Funds  -  $0.4M 


Agency  Description 

The  Governor's  Office  oversees  the  activities  of  the  executive  branch  of  Montana  state  government,  consistent  with 
statutory  and  constitutional  mandates. 

The  Office  of  the  Governor  exists  under  authority  granted  in  Article  VI  of  the  Montana  Constitution.  The  Governor  has 
constitutional  and  statutory  authority  to  administer  the  affairs  of  the  State  of  Montana.  The  Governor  appoints  all 
military  and  civil  officers  of  the  state  whose  appointments  are  provided  for  by  statute  or  the  constitution,  grants  reprieves 
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and  pardons,  and  serves  on  various  boards  and  commissions.  The  Governor  approves  or  vetoes  legislation,  reports  to  the 
legislature  on  the  condition  of  the  state,  and  submits  a  biennial  executive  budget.  The  Governor  also  represents  the  state 
in  relations  with  other  governments  and  the  public. 

The  Governor's  office  is  comprised  of  the  following  programs: 

o  The  Executive  Office 

o  The  Executive  Residence  Operations 

o  The  Air  Transportation  Program 

o  The  Office  of  Budget  and  Program  Planning 

o  The  Coordinator  of  Indian  Affairs 

o  The  Centralized  Services  Division 

o  The  Lieutenant  Governor's  Office 

o  The  Citizens'  Advocate  Office 

o  The  Mental  Disabilities  Board  of  Visitors 


The  Mental  Health  Ombudsman  is  housed  within  the  Mental  Disabilities  Board  of  Visitors  program. 
Agency  Highlights 


Governor's  Office 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  0.55%  from  the  prior 
biennium,  primarily  due  to  statewide  present  law  adjustments.  The  executive 
has  also  submitted  a  5%  reduction  plan  for  the  agency  that  includes  a  4% 
personal  services  reduction,  unspecified  across  the  board  reduction,  and  a 
reduction  in  the  air  transportation  state  special  revenue  fund 
Additional  personal  services  funding  is  requested  in  two  programs  to  align 
budgeted  amounts  with  actual  expenditures  for  previously  unfilled  positions 
The  Governor's  proposal  includes  $66,400  over  the  biennium  for  scheduled 
computer  replacements 


Legislative  Action  Issues 


♦  Major  LFD  Issues 

•  The  executive's  statewide  present  law  proposal  includes  a  $19,957 
biennial  funding  switch  from  state  special  revenue  to  general  fund  in 
the  Citizens'  Advocate  program 

•  A  portion  of  the  general  fund  expenditures  for  the  Governor's  Air 
Transportation  program  could  be  replaced  by  state  special  revenue 

♦  Interim  Committee  Recommendations 

•  The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 

establish  appropriations  policy.     As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 

following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 
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o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  20 1 3  biennium. 

2011  Biennium  Goals 

The  Governor's  Office  had  no  goals  that  were  monitored  by  the  Legislative  Finance  Committee  during  the  2011 
biennium. 

2013  Biennium  Goals 

During  the  interim  the  Legislative  Finance  Committee  met  with  the  agency  to  select  critical  goals  and  performance 
measurements  for  the  legislature  to  consider  during  the  appropriation  process.  The  identified  critical  goal  selected  from 
the  Governor's  Office  of  Economic  Development  is: 

Goal:  The  office  will  advise  the  Governor  on  policy  issues  related  to  economic  development;  assist  the  Governor  in 
accomplishing  his  economic  development  initiatives;  lead  the  state's  business  recruitment,  retention,  and  expansion 
efforts;  coordinate  the  development  and  distribution  of  a  statewide  coordinated  strategic  economic  development 
marketing  plan;  and  serve  as  the  state's  primary  economic  development  liaison  between  federal,  state,  and  local  agencies, 
Montana  tribal  governments,  private,  non-profit  economic  development  organizations,  and  the  private  sector.  In  doing 
so,  the  office  will  focus  on  infrastructure  development,  technology  development,  workforce  development,  marketing  and 
recruitment,  permitting  and  regulatory  issues,  energy  development,  and  capital  development. 

Agency  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Labor  Market  Experience  -  Half  of  the  employees  in  the  Governor's  Office  are  directly  appointed  by  the 
Governor  and  therefore  there  is  not  a  high  frequency  of  recruitment.  During  the  current  biennium  the  classified 
positions  have  remained  fairly  stable  with  the  exception  of  employees  retiring.  Each  of  these  positions  were 
filled  with  the  office  receiving  an  adequate  number  of  qualified  applicants  for  each  position.  The  fiscal  manager 
from  the  Office  of  Budget  and  Program  Planning  left  at  the  beginning  of  2010,  but  the  position  was  not  filled. 
The  responsibilities  were  instead  split  between  two  existing  positions  resulting  in  reclassification  of  those 
positions  and  increases  in  pay  funded  from  the  budget  of  the  unfilled  position, 
o  Pay  Philosophy  -  The  Governor's  Office  maintains  three  separate  pay  plans:  one  for  OBPP  employees,  one  for 
the  Mental  Disabilities  Board  of  Visitors,  and  one  for  the  classified  employees  of  the  Governor's  immediate 
staff.  The  agency  is  currently  operating  under  a  pay  freeze,  but  prior  to  that  time  they  were  following  a  policy  of 
periodic  raises  based  on  performance  appraisal  or  reclassification  of  positions, 
o  Obstacles  -  In  general,  the  agency  has  not  and  does  not  expect  to  experience  any  difficulty  attracting  or  retaining 
workers.  Governor  Schweitzer's  term  of  office  will  end  in  January  of  2013  and  there  is  an  expected  turnover  of 
approximately  24  existing  appointed  employees  at  that  time  or  earlier. 

Agency  Overview 

The  Governor's  proposed  budget  decreases  0.55%  from  the  previous  biennium.  This  reduction  is  primarily  due  to 
statewide  present  law  adjustments,  partially  offset  by  a  number  of  smaller  increases  in  several  programs. 

Legislative  Audit  Report 

The  latest  legislative  audit  report  on  the  Office  of  the  Governor  notes,  without  recommendation,  three  factors  that  reduce 

the  expenditures  shown  in  the  tables  from  the  amounts  actually  expended  in  the  agency. 

1)  Several  positions  over  the  last  several  years  have  been  on  loan  from  other  agencies.  The  other  agencies  pay  the 
salary  and  benefits  of  the  loaned  employees.  The  audit  states  the  employees:  "...worked  anywhere  from  one  day 
to  several  years  on  loan  to  the  office..."  The  audit  notes  that  some  of  the  employees  were  loaned  to  provide 
assistance  at  busy  times  while  others  were  loaned  "...because  the  officials  believed  the  position  was  best  placed 
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at  the  office,  even  though  another  state  agency  received  funding  for  the  position..."    The  audit  estimates 
expenses  were  about  $99,693  in  FY  2009  and  $77,761  in  FY  2010. 

2)  Funds  have  been  transferred  from  other  agencies  to  the  Governor's  Office  to  fund  two  initiatives  in  this  agency: 
a)  the  Governor's  Math  and  Science  Initiative;  and  b)  the  Governor's  American  Indian  Nations  Council  and 
attorney.  The  audit  states:  "The  base  funding  for  these  office  activities  is  included  in  the  budget  of  other 
agencies  other  than  the  office's  budget... this  effectively  shifts  the  approval  authority  for  funding  of  these 
programs  from  the  legislature  to  the  governor.  This  has  created  funding  sources  for  these  programs  that  side- 
step the  budgeting  process..."  for  expenses  that  are  neither  one-time  nor  incidental.  The  audit  further  notes: 
"This  is  not  a  process  that  is  prohibited  by  law;  however,  it  is  a  process  that  allows  continuing  programs  to  be 
funded  without  legislative  approval..."  The  audit  estimates  that  the  office  funded  expenditures  of  $1 10,653  in 
FY  2009  and  $137,205  in  FY  2010  through  this  mechanism. 

3)  The  audit  notes  that  $21,000  in  dues  to  the  Western  Governor's  Association  were  paid  by  the  Department  of 
Transportation.  Office  personnel  state  this  practice  has  been  in  place  since  FY  2002. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
following  summarizes  the  plan  submitted  for  this  program. 
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Total  5%  Reduction  Plan  Identified  by  Governor's  Office,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Biennium 


Program/DP  Number/Description 


%        State  Special        % 
FTE      General  Fund  Of  Total      Revenue      Of  Total 


Executive  Office  Program 

Not  Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction 
95101  5%  Plan  Across  the  Board  Reduction 
Subtotal  Not  Included  in  Executive  Budget 

Executive  Residence  Operations  Program 
Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

AirTransportaion  Program 

Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

95102  5%  Plan  Air  Transportation  SSR  Reduction 
Subtotal  Not  Included  in  Executive  Budget 

Office  of  Budget  and  Program  Planning  Program 

Not  Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction 
95101  5%  Plan  Across  the  Board  Reduction 
Subtotal  Not  Included  in  Executive  Budget 

Indian  Affairs  Program 

Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

Centralized  Services  Program 
Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

Office  of  the  Lieutenant  Governor 
Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

Citizens'  Advocate  Office  Program 


1.00  $132,642      23.7% 

$88,600      15.8% 

$221,242      39.5% 


$4,072        0.7% 


$10,358        1.8% 

0        0.0% 

$10,358        1.8% 


1.00 


Not  Included  in  Executive  Budget 

95101  5%  Plan  Across  the  Board  Reduction 

Mental  Health  Ombudsman 


Not  Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction 
95101  5%  Plan  Across  the  Board  Reduction 
Subtotal  Not  Included  in  Executive  Budget 

Total  Reduction  Plan 


0.50 


Included  in  Executive  Budget 
Not  Included  in  Executive  Budget 

Total  Agency  Reduction  Plan 


$187,432      33.4% 

$51,328        9.2% 

$238,760      42.6% 


$6,118        1.1% 


$11,206        2.0% 


$11,806        2.1% 


$2,700        0.5% 


$50,492        9.0% 

$3,644        0.7% 

$54,136        9.7% 


$0        0.0% 
560.398     100.0% 

$560.398 


$0  0.0% 
$0  0.0% 
$0        0.0% 


$0        0.0% 


$0        0.0% 

2,572     100.0% 

$2,572     100.0% 


$0  0.0% 
$0  0.0% 
$0        0.0% 


$0        0.0% 


$0        0.0% 


$0        0.0% 


$0 


0.0% 


$0  0.0% 
$0  0.0% 
$0       0.0% 


$0        0.0% 
2.572     100.0% 


$2.572 


Narrative  Discussion 

There  are  three  items  included  in  the  5%  reduction  plan  submitted  by  the  agency  totaling  $560,389  in  general  fund 
reductions  and  $2,572  in  state  special  revenue  reductions:  1)  FTE  reductions  in  three  programs;  2)  across-the-board 
reductions  in  all  programs;  and  3)  a  reduction  in  state  special  revenue  in  the  Air  Transportation  Program.  The  Mental 
Disabilities  Board  of  Visitors  is  an  administratively  attached  entity  that  hires  its'  own  staff  and  is  therefore  exempt  from 
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the  5%  reduction  plan  requirement  as  provided  for  in  17-7-1 1  l(3)(f),  MCA.  None  of  the  items  are  included  in  the 
executive  budget. 

The  first  item  presented  in  the  plan  is  personal  services  reductions  totaling  $370,566  for  the  biennium  that  would 

eliminate  the  following  positions: 

o      1 .0  FTE  policy  specialist  in  the  Governor's  Office  of  Economic  Development  (Executive  Office  Program) 
o      1 .0  FTE  financial  manager  in  the  Governor's  Office  of  Budget  and  Program  Planning 

o     0.5  FTE  social  service  technician  in  the  Mental  Health  Ombudsman  (Mental  Disabilities  Board  of  Visitors 
Program) 

These  reductions  have  been  characterized  as  part  of  the  4%  personal  services  reductions  included  in  the  executive  budget 

for  most  other  agencies  of  the  executive  branch. 

Of  the  three  positions,  only  the  0.5  FTE  position  in  the  Mental  Health  Ombudsman  Program  was  filled  during  the  base 
year;  the  other  two  positions  are  vacant.  The  Mental  Health  Ombudsman  program  is  budgeted  under  the  Mental 
Disabilities  Board  of  Visitors  Program,  but  is  given  a  separate  appropriation  and  is  subject  to  the  5%  reduction  plan 
requirement  even  though  the  Mental  Disabilities  Board  of  Visitors  is  exempt. 

The  second  item  is  an  across  the  board  general  fund  reduction  totaling  $94,916  annually.  The  reduction  has  been 
allocated  across  the  agency  in  proportion  to  the  amount  of  general  fund  expended  by  each  program  during  the  base  year. 
There  are  no  direct  impacts  attributable  to  this  portion  of  the  reduction.  Each  program  administrator  would  have  to 
manage  the  application  of  the  reduction  to  minimize  negative  impacts. 

The  third  item  is  a  reduction  of  state  special  revenue  authority  from  the  Air  Transportation  Special  Revenue  account  in 
the  amount  of  $1,286  annually.  The  base  year  expenditures  from  this  account  to  support  the  Air  Transportation  Program 
were  $1,305.  The  Air  Transportation  Program  is  supported  by  the  general  fund  as  well  as  this  fund  with  expenditures  of 
general  fund  comprising  99.5%  of  total  program  expenditures  in  the  base  year.  95%  of  the  agency-wide  state  special 
revenue  authority  subject  to  the  reduction  plan  requirement  is  due  to  base  year  expenditures  in  the  Citizens'  Advocate 
Office  Program,  but  the  executive  has  allocated  the  entire  reduction  to  the  air  transportation  special  revenue  account. 
There  is  no  apparent  substantial  impact  to  the  program  as  a  result  of  this  reduction. 


LFD 

ISSUE 


Lack  of  Detail  to  Determine  Impacts 


The  executive  has  submitted  an  across-the-board  reduction  for  about  33  percent  of  the  total  reduction  plan. 
Without  details  of  which  services  would  be  curtailed  or  eliminated,  it  is  not  possible  to  determine  the 
potential  impact  of  the  reduction. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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SUMMARY 


Total 

Agency  Funding 

2013  Biennium  Budget 

Agency  Program 

General  Fund 

State 

Spec. 

Grand  Total 

Total  % 

01  Executive  Office  Program 

$ 

5,046,950 

$ 

- 

$           5,046,950 

41.80% 

02  Executive  Residence  Operations 

231,666 

- 

231,666 

1.92% 

03  Air  Transportation  Program 

645,174 

2,610 

647,784 

5.36% 

04  Ofc  Budget  &  Program  Planning 

3,398,529 

- 

3,398,529 

28.15% 

05  Coordinator  Of  Indian  Affairs 

351,362 

- 

351,362 

2.91% 

06  Centralized  Services  Division 

739,251 

- 

739,251 

6.12% 

12  Lieutenant  Governor's  Office 

663,123 

- 

663,123 

5.49% 

16  Citizens'  Advocate  Office 

179,505 

22,273 

201,778 

1.67% 

20  Mental  Disabilities  Bd  Visitrs 

794.208 

- 

794,208 

6.58% 

Grand  Total 

$_ 

12.049.768 

i 

24,883 

$           12.074.651 

100.00% 

The  Governor's  Office  is  almost  entirely  funded  with  general  fund.  State  special  revenue  is  generated  through  the  rental 
charges  to  other  state  agencies  for  the  use  of  the  Governor's  airplane  and  from  the  Department  of  Public  Health  and 
Human  Services  (DPHHS)  for  calls  handled  by  the  Citizens'  Advocate  Office  on  their  behalf. 

Statutory  Appropriations 

The  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
associated  policy. 

As  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1)  those  where  the 
agency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
operations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


Statutory  Appropriations 
Governor's  Office 


Purpose 


No  Direct  Bearing  on  Agency  Operations 
Local  incidence  response  by  state 
Governor  declared  emergency/disaster 
Presidential  declared  major  disaster  in  Montana 


*  10-3-312,  MCA  authorizes  the  Governor  to  expend  up  to  $16  million  general  fund  in  any  biennium  when 
a  disaster  or  an  emergency  is  declared 


Fund 

Fiscal 

Fiscal 

Fiscal 

MCA# 

Source 

2010 

2012* 

2013* 

10-3-310 

GF 

$0 

$0 

$0 

10-3-312 

GF 

301,963 

0 

0 

10-3-314 

FSR 

44,283 

0 

0 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012         Fiscal  20 1 3  Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3  Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 


Total 


Budget 


5,946,921 

45,392 

56,771 

8,865 

$6,057,949 


5,946,921 

(3,639) 

41,934 

6,603 

$5,991,819 


1 1,893,842 
41,753 
98,705 
15,468 

$12,049,768 


98.71% 
0.35% 
0.82% 
0.13% 


5,972,634 

32,153 

56,771 

8,865 

$6,070,423 


5,972,634 

(16,943) 

41,934 

6,603 

$6,004,228 


11,945,268 
15,210 
98,705 
15,468 

$12,074,651 


98.93' 
0.13 
0.82' 
0.131 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

21.63 

21.63 

21.63 

21.63 

21.63 

21.63 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

1,787,970 
828,389 

1,756,812 
882,482 

1,680,488 
844,784 

1,676,168 
845,510 

3,544,782 
1,710,871 

3,356,656 
1,690,294 

(188,126) 
(20,577) 

(5.31%) 
(1.20%) 

Total  Costs 

$2,616359 

$2,639394 

$2325,272 

$2321,678 

$5,255,653 

$5,046,950 

($208,703) 

(3.97%) 

General  Fund 
State  Special 

2,616,359 
0 

2,639,294 
0 

2,525,272 
0 

2,521,678 
0 

5,255,653 
0 

5,046,950 
0 

(208,703) 
0 

(3.97%) 

n/a 

Total  Funds 

$2,616359 

$2,639,294 

$2325,272 

$2321,678 

$5,255,653 

$5,046,950 

($208,703) 

(3.97%) 

!  Program  Description 

The  Executive  Office  Program  aids  the  Governor  in  overseeing  and  coordinating  the  activities  of  the  Executive  Branch 
of  Montana  state  government.  The  program  provides  administrative,  legal,  and  press  support  for  the  Office  of  the 
Governor.  The  Executive  Office  Program  also  administers  programs  with  special  impact  on  the  citizens  and 
|  governmental  concerns  of  Montana.  Special  programs  include  the  Office  of  Economic  Development,  which  was  created 
i  to  strengthen  the  foundations  of  the  state's  business  environment  and  diversify  and  expand  existing  economic  endeavors 
to  achieve  long-term  economic  stability. 


1  Program  Highlights 


Executive  Office  Program 
Major  Budget  Highlights 


♦     The  Governor's  proposed  budget  decreases  by  4.0%  from  the  previous 
biennium  due  to  statewide  present  law  adjustments 


Program  Narrative 

Goals  and  Objectives 

i  20 13  Biennium  Goal 

The  Legislative  Finance  Committee  recommends  the  legislature  consider  the  following  critical  goal  and  performance 

measurement(s)  as  part  of  its  decisions  on  the  executive's  budget  requests  for  this  program. 

o  The  Governor's  Office  of  Economic  Development  will  advise  the  Governor  on  policy  issues  related  to  economic 
development;  assist  the  Governor  in  accomplishing  his  economic  development  initiatives;  lead  the  state's 
business  recruitment,  retention,  and  expansion  efforts;  coordinate  the  development  and  distribution  of  a 
statewide  coordinated  strategic  economic  development  marketing  plan;  and  serve  as  the  state's  primary 
economic  development  liaison  between  federal,  state,  and  local  agencies,  Montana  tribal  governments,  private, 
non-profit  economic  development  organizations,  and  the  private  sector.  In  doing  so,  the  office  will  focus  on 
infrastructure  development,  technology  development,  workforce  development,  marketing  and  recruitment, 
permitting  and  regulatory  issues,  energy  development,  and  capital  development. 
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5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  Governor's  proposed  5%  reduction  plan  for  the  Executive  Office  program  contains  two  items.  Neither  item  is 
included  in  the  executive  budget.  The  first  of  applies  a  4%  reduction  to  the  agency  personal  services  budget.  The 
programmatic  implementation  is  the  elimination  of  1.0  FTE  from  the  Governor's  Office  of  Economic  Development, 
producing  a  biennial  reduction  of  $132,642.  This  FTE  is  currently  vacant.  The  second  item  is  an  across  the  board 
unallocated  general  fund  reduction  resulting  in  an  $88,600  biennial  savings.  The  adoption  of  the  5%  plan  by  the 
legislature  would  result  in  an  additional  4.4%  decrease  in  total  funding  for  the  program. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Program  Funding  Table 
Executive  Office  Program 

Program  Funding 

Base 

FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000   Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$       2,616,359 

2.616.359 

$       2,616,359 

100.0%     $       2,525,272 
100.0%             2.525.272 
100.0%     %       2.525.272 

100.0% 
100.0% 
100.0% 

$       2,521,678 

2.521.678 

$       2.521.678 

100.0% 
100.0% 

1000% 

The  Executive  Office  Program  is  entirely  funded  with  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget  Fiscal  2012 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  2013         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 


Total 


Budget 


2,616,359 

(91,087) 

0 

0 

$2325,272 


2,616,359 

(94,681) 

0 

0 

$2,521,678 


5,232,718 

(185,768) 

0 

0 

$5,046,950 


103.68% 

(3.68%) 

0.00% 

0.00% 


2,616,359 

(91,087) 

0 

0 


2,616,359 

(94,681) 

0 

0 


$2,525,272  $2,521,678 


532,718 

(185,768) 

0 

0 

$5,046,950 


103.68% 

(3.68%) 

0.00% 

0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fisi 

General 
FTE                   Fund 

-al  1012   -   

Fiscal  20 13 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(43,039) 

(64,443) 

(2,416) 

18,811 

(47,520) 

(64,282) 

(2,371) 

19,492 

Total  Statewide  Present  Law  Adjustments 
($91,087) 

$0 

$0 

($91,087) 

($94,681) 

$0 

$0 

($94,681) 

Grand  Total  All  Present  Law  Adjustments 

0.00           ($91,087) 

$0 

$0 

($91,087) 

0.00 

($94,681) 

$0 

$0 

($94,681) 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Program  Specific  Obstacles  -  All  of  the  employees  of  the  Executive  Office  Program  qualify  as  exempt 
employees  under  2-18-103  and  104  MCA.  Because  of  the  exempt  status  of  the  employees,  the  agency  has  not 
provided  detailed  personal  services  information  for  the  program, 
o  Retirements  -  Governor  Schweitzer's  term  of  office  will  end  in  January  of  2013  and  there  is  an  assumed 
agency-wide  turnover  of  approximately  24  existing  appointed  employees  at  that  time  or  earlier.  Assuming 
normal  earnings/usage  of  annual  and  sick  leave  of  those  employees,  the  agency  anticipates  a  compensated 
absence  liability  of  $475,576.  This  may  be  a  significantly  lesser  amount  if  some  of  those  employees  transfer  to 
other  agencies  instead  of  terminating  their  state  employment. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

69,750 
50,564 

65,073 
61,291 

64,061 
51,459 

63,943 
52,203 

134,823 
111,855 

128,004 
103,662 

(6,819) 
(8,193) 

(5.06%) 
(7.32%) 

Total  Costs 

$120314 

$126364 

$115,520 

$116,146 

$246,678 

$231,666 

($15,012) 

(6.09%) 

General  Fund 

120,314 

126,364 

115,520 

116,146 

246,678 

231,666 

(15,012) 

(6.09%) 

Total  Funds 

$120,314 

$126364 

$115320 

$116,146 

$246,678 

$231,666 

($15,012) 

(6.09%) 

Program  Description 

The  Governor's  Residence  Operations  Program  provides  for  the  day-to-day  operations  of  the  official  state  Executive 
Residence. 

Program  Highlights 


Executive  Residence  Operations 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  6.1%  from  the  previous 
biennium  primarily  due  to  statewide  present  law  adjustments,  partially  offset 
by  a  request  for  additional  personal  services 

The  proposed  budget  includes  a  request  for  additional  personal  services 
because  a  position  vacant  when  the  budgets  were  established  was  hired  at  a 
higher  rate 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  for  the  Executive  Residence  Operations  program,  which  is  not  included  in  the  executive  budget, 
includes  an  across  the  board  unallocated  general  fund  reduction  resulting  in  a  $4,072  biennial  savings.  The  adoption  of 
the  plan  by  the  legislature  would  result  in  an  additional  1 .76%  decrease  in  the  total  funding  for  the  program. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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Program  Funding  Table 
Executive  Residence  Operations 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  201 3 

01000    Total  General  Fund 
01 100  General  Fund 
Grand  Total 

$          120,314 

120.314 

S           120.314 

100.0%    $          115,520 
100.0%                115,520 
100.0%     $          115.520 

100.0% 
100.0% 
100.0% 

$          116,146 

116.146 

$          116.146 

100.0% 
100.0% 
100.0% 

The  Executive  Residence  Operations  program  is  funded  entirely  from  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 

Fund 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total 

Budget 

Fiscal  2013 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

120,314 

(11,286) 

6,492 

0 

$115,520 

120,314 

(10,660) 

6,492 

0 

$116,146 

240,628 

(21,946) 

12,984 

0 

$231,666 

103.87% 

(9.47%) 

5.60% 

0.00% 

120,314 

(11,286) 

6,492 

0 

$115^20 

120,314 

(10,660) 

6,492 

0 

$116,146 

240,628 

(21,946) 

12,984 

0 

$231,666 

103.87% 

(9.47%) 

5.60% 

0.00% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

(9,782) 

(9,905) 

Vacancy  Savings 
Inflation/Deflation 

(2,399) 
1,036 

(2,394) 
1,723 

Fixed  Costs 

(141) 

(84) 

Total  Statewide  Present  Law  Adjustments 
($11,286) 

$0 

$0 

($11,286) 

($10,660) 

$0 

$0 

($10,660) 

DP  201  -  Adjust  Budget  for  Actual  Pay  Rate 

0.00                 6,492 

0 

0 

6,492 

0.00 

6,492 

0 

0 

6,492 

Total  Other  Present  Law  Adjustments 

0.00               $6,492 

$0 

$0 

$6,492 

0.00 

$6,492 

$0 

$0 

$6,492 

Grand  Total  All  Present  Law  Adjustments 

0.00              ($4,794) 

$0 

$0 

($4,794) 

0.00 

($4,168) 

$0 

$0 

($4,168) 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  program  has  created  special  pay 
rates  or  exceptions. 

o     Program  Specific  Obstacles  -  No  program  specific  obstacles  were  encountered  by  the  program. 


LFD  Budget  Analysis 


A-33 


2013  Biennium 


3101  -  GOVERNORS  OFFICE 02-EXECUTIVE  RESIDENCE  OPERATIONS 

o     Vacancy  -  There  was  a  lapse  between  the  retirement  of  the  previous  custodian  and  the  hiring  of  the  successor  to 

the  position  that  resulted  in  an  increase  in  comp  time,  but  it  was  a  transient  situation  that  has  decreased  after 

filling  the  position, 
o     Legislatively  Applied  Vacancy  Savings  -  Vacancy  savings  was  achieved  by  holding  vacant  positions  open 

longer  than  would  otherwise  be  required, 
o     Pay/Position  Changes  -  The  custodian  position  was  hired  at  a  rate  higher  than  the  budgeted  entry  rate  resulting 

in  a  requested  increase  in  personal  services  funding, 
o  _  Retirements  -  The  agency  does  not  anticipate  any  retirements  in  the  2013  biennium,  nor  will  they  have  any 

employees  eligible  for  full  retirement. 

DP  201  -  Adjust  Budget  for  Actual  Pay  Rate  -  The  Governor's  Office  is  asking  for  additional  personal  services  funding  to 
cover  a  gap  in  funding  for  a  half-time  position  that  was  vacant  at  the  date  on  which  the  budget  is  determined,  but  which 
has  been  recruited  and  filled  at  a  rate  in  excess  of  the  budgeted  entry  rate.  The  Governor's  Residence  Operations  has 
hired  a  0.50  FTE  Custodian  for  $5.34  more  per  hour  than  its  budgeted  rate.  Including  a  calculation  for  benefits  at 
between  16-17%,  the  Residence  Operations  program  requests  $6,492  each  year. 
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Program  Budget  Comparison 

|  The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-1? 

Biennium 
Change 

Biennium 
%  Change 

FTE 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

113,734 
193,988 

112,952 
182,371 

119,678 
200,068 

119,417 
208,621 

226,686 
376,359 

239,095 
408,689 

12,409 
32,330 

5.47% 
8.59% 

Total  Costs 

$307,722 

$295,323 

$319,746 

$328,038 

$603,045 

$647,784 

$44,739 

7.42% 

General  Fund 
State  Special 

306,417 
1,305 

287,323 
8,000 

318,441 
1,305 

326,733 
1,305 

593,740 
9,305 

645,174 
2,610 

51,434 
(6,695) 

8.66% 
(71.95%) 

Total  Funds 

S307,722 

S295J23 

$319,746 

$328,038 

$603,045 

$647,784 

$44,739 

7.42% 

;  Program  Description 

The  Air  Transportation  Program  provides  the  Governor  with  air  transportation. 

Program  Highlights 


Air  Transportation  Program 
Major  Budget  Highlights 


♦  The  Governor's  proposed  budget  increases  by  7.4%  over  the  previous 
biennium  primarily  due  to  statewide  present  law  adjustments  for  personal 
services,  insurance,  and  inflation  on  aircraft  fuel 


Major  LFD  Issues 


♦      A  portion  of  the  general  fund  expenditures  could  be  replaced  with  state 
special  revenue 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 

following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  for  the  Air  Transportation  program  includes  two  items  that  are  not  in  the  Governor's  proposed 
budget.  The  first  of  these  is  an  across  the  board  unallocated  general  fund  reduction  resulting  in  a  $10,358  biennial 
savings.  The  second  is  a  $2,572  biennial  reduction  in  state  special  revenue  expenditures  that  would  essentially  eliminate 
the  use  of  state  special  revenue  funding  for  the  program  in  the  upcoming  biennium.  The  adoption  of  the  plan  by  the 
legislature  would  result  in  an  additional  1 .6%  decrease  in  general  fund  expenditures  and  a  2.0%  decrease  in  the  total 
!  funding  for  the  program. 

Funding 

[The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
[Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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Program  Funding  Table 

Air  Transportation  Program 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000   Total  General  Fund 

$ 

306,417 

99.6% 

$ 

318,441 

99.6% 

$ 

326,733 

99.6% 

01 100  General  Fund 

306,417 

99.6% 

318,441 

99.6% 

326,733 

99.6% 

02000   Total  State  Special  Funds 

1,305 

0.4% 

1,305 

0.4% 

1,305 

0.4% 

02693  Air  Transportation 

Special  Rev 

1.305 

0.4% 

1.305 

0.4% 

1,305 

0.4% 

Grand  Total 

$ 

307.722 

100.0% 

$ 

319.746 

100.0% 

s 

328.038 

100,0% 

The  Air  Transportation  program  is  funded  with  both  general  fund  and  state  special  revenue.  Income  for  the  state  special 
revenue  account  has  historically  come  from  other  agencies'  use  of  the  Governor's  plane  when  not  occupied  by  the 
Governor.  Although  this  use  has  been  minimal  in  the  past  few  biennia,  the  residual  fund  balance  of  the  state  special 
revenue  account  has  continued  to  increase. 


LFD 
ISSUE 


General  Fund  Could  Be  Replaced  By  State  Special  Revenue 


The  agency  has  maintained  a  state  special  revenue  fund  balance  in  excess  of  $40,000  in  the  Air 
Transportation  special  revenue  fund  while  funding  99.6%  of  the  program's  expenditures  from  the  general 
fund.  17-2-108,  MCA  requires  agencies  to  apply  expenditures  against  appropriated  non-general  fund  money  whenever 
possible  before  using  general  fund  appropriations.  In  order  to  apply  this  statute  and  expend  the  fund  balance  that  is  being 
carried  in  the  state  special  revenue  fund  account,  the  funds  must  be  appropriated.  The  legislature  could  choose  to  replace 
the  general  fund  appropriation  with  state  special  revenue  funds  in  the  amount  of  the  fund  balance,  saving  about  $45,000 
in  general  fund.  Alternatively  the  legislature  could  fund  the  program  entirely  from  the  general  fund  and  transfer  the 
excess  fund  balance  of  the  state  special  revenue  account  to  the  general  fund. 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


306,417 

12,024 

0 

0 

$318,441 


306,417 

20,316 

0 

0 

$326,733 


612,834 

32,340 

0 

0 

$645,174 


94.99% 
5.01% 
0.00% 
0.00% 


307,722 

12,024 

0 

0 

$319,746 


307,722 

20,316 

0 

0 

$328,038 


615,444 

32,340 

0 

0 

$647,784 


95.01% 
4.99% 
0.00% 
0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 


FTE 


General 

-Fiscal  20 12 

State 

Federal 

Total 

Fund 

Special 

Special 

Funds 

10,931 

(4,987) 

7,021 

(941) 

FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


I  Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$12,024 


Grand  Total  All  Present  Law  Adjustments 

0.00  $12,024 


$0 


$0 


$0 


$0 


$12,024 


$12,024 


0.00 


$20,316 


$20,316 


$0 


$0 


$0 


$0 


10,658 

(4,975) 

9,240 

5,393 


$20^16 


Program  Personal  Services  Narrative 

jThe  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  program  has  no  specific  employee  groups  for  which  the  agency  has  created  special 

pay  rates  or  exceptions. 

Program  Specific  Obstacles  -  No  program  specific  obstacles  were  reported  by  the  agency. 

Vacancy  -  The  program  had  no  vacancy  in  the  prior  biennium  and  does  not  expect  any  vacancies  in  the 

upcoming  biennium. 

Legislatively  Applied  Vacancy  Savings  -  Since  this  program  has  only  1.5  FTE,  the  legislatively  applied 

vacancy  savings  charged  to  the  program  is  normally  made  up  for  in  other  programs. 

Pay/Position  Changes  -  There  were  no  changes  in  pay  or  positions  in  the  past  biennium. 

Retirements  -  The  program  had  no  retirements  in  the  prior  biennium  and  does  not  have  any  employees  eligible 

for  retirement  in  the  upcoming  biennium. 


o 
o 


o 
o 


LFD  Budget  Analysis 


A-37 


2013  Biennium 


3101  -  GOVERNORS  OFFICE 


04-OFC  BUDGET  &  PROGRAM  PLANNING 


Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  20 11 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

19.00 

19.00 

19.00 

19.00 

19.00 

19.00 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

1,324,041 
208,859 

1,508,366 
207,392 

1,497,614 
205,431 

1,499,610 
195,874 

2,832,407 
416,251 

2,997,224 
401,305 

164,817 
(14,946) 

5.82% 
(3.59%) 

Total  Costs 

$1332,900 

$1,715,758 

$1,703,045 

$1,695,484 

$3,248,658 

$3,398,529 

$149,871 

4.61% 

General  Fund 
State  Special 
Federal  Special 
Other 

1,532,900 
0 
0 
0 

1,715,758 
0 
0 
0 

1,703,045 
0 
0 
0 

1,695,484 
0 
0 
0 

3,248,658 
0 
0 
0 

3,398,529 
0 
0 
0 

149,871 
0 
0 
0 

4.61% 
n/a 
n/a 
n/a 

Total  Funds 

$1,532,900 

$1,715,758 

$1,703,045 

$1,695,484 

$3,248,658 

$3,398,529 

$149,871 

4.61% 

Program  Description 

The  Office  of  Budget  and  Program  Planning  (OBPP)  assists  the  Governor  in  preparing  the  Governor's  executive  budget 
and  administering  the  state  government  budget.  In  addition,  the  OBPP  prepares  and  monitors  revenue  estimates  and 
collections,  prepares  and  publishes  fiscal  notes  on  proposed  legislation  and  initiatives,  and  acts  as  approving  authority  for 
operational  plan  changes,  program  transfers,  and  budget  amendments  in  the  Executive  Branch,  in  accordance  with  Title 
17,  Chapter  7,  MCA.  The  OBPP  acts  as  the  lead  Executive  Branch  agency  for  compliance  with  the  federal  Single  Audit  | 
Act. 

Program  Highlights 


Office  of  Budget  and  Program  Planning 
Major  Budget  Highlights 


The  Governor's  proposed  budget  increases  by  4.6%  from  the  previous 
biennium,  primarily  due  to  statewide  present  law  adjustments.  In  addition  to 
the  items  included  the  proposed  budget,  the  Governor's  5%  reduction  plan 
also  includes  an  unallocated  general  fund  reduction  of  $51,328  over  the 
biennium,  which  would  result  in  an  additional  1.5%  reduction  in  total 
program  funding 


■ 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
following  summarizes  the  plan  submitted  for  this  program. 

The  Governor's  proposed  5%  reduction  plan  for  the  Office  of  Budget  and  Program  Planning  contains  two  items,  neither 
of  which  is  included  in  the  executive  budget.  If  adopted,  the  plan  would  reduce  the  program  by  7.0%. 

The  5%  reduction  plan  includes  a  4%  reduction  to  the  agency  personal  services  budget.  The  programmatic 
implementation  is  the  elimination  of  1.0  FTE  producing  a  biennial  reduction  of  $187,432.  The  position  that 
would  be  eliminated  is  a  financial  manager.  The  position  is  currently  vacant,  and  was  also  vacant  during  the 
base  year,  when  excess  appropriation  authority  in  this  program  resultant  from  this  vacancy  was  transferred  to 
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other  programs  within  the  agency  that  did  not  achieve  the  applied  vacancy  savings.  In  its  5%  reduction  plan 
submittal,  the  agency  states  that  the  elimination  of  the  position  has  the  potential  to  increase  workload  and 
overtime.  However,  since  the  position  is  currently  vacant,  the  elimination  may  have  little  impact  on  current 
operations.  The  second  item  is  an  across  the  board  unallocated  general  fund  reduction  resulting  in  a  $51,328 
biennial  savings. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Program  Funding  Table 
Ofc  Budget  &  Program  Plannmg 

Program  Funding 

Base 
FY  2010 

%  of Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$       1,532,900 

1.532,900 

$        1.532.900 

100.0%     $        1,703,045 
100.0%             1.703,045 
100.0%     $        1.703.045 

100.0% 
100.0% 
100.0% 

$       1,695,484 

1.695.484 

S        1.695.484 

100.0% 
100.0% 
100.0% 

The  Office  of  Budget  and  Program  Planning  is  funded  entirely  with  general  fund. 


I  Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


,Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

Budget 
Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

1,532,900 

169,632 

513 

0 

$1,703,045 

1,532,900 

154,108 

8,476 

0 

$1,695,484 

3,065,800 

323,740 

8,989 

0 

$3^98329 

90.21% 
9.53% 
0.26% 
0.00% 

1,532,900 

169,632 

513 

0 

$1,703,045 

1,532,900 

154,108 

8,476 

0 

$1,695,484 

3,065,800 

323,740 

8,989 

0 

$3398,529 

90.21% 
9.53% 
0.26% 
0.00% 

Base  Budget 

Statewide  PL  Adjustments 
iOther  PL  Adjustments 
New  Proposals 


Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
'Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 


FTE 


Fiscal  2012 — 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2013- 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


" 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$169,632  $0 

DP  400 1  -  Global  Insight  Contract  and  Session  Costs 

0.00  513  0 

Total  Other  Present  Law  Adjustments 

0.00  $513  $0 

Grand  Total  All  Present  Law  Adjustments 

0.00  $170,145  $0 


$0 


$0 


$0 


235,975 

(62,402) 

(63) 

(3,878) 


$169,632 


238,05! 
(62,483 

(62)| 
(21,399) 


513 


$513 


$170,145 


0.00 


0.00 


$154,108 


8,476 


$8,476 


0.00  $162^84 


$0 


$0 


$0 


$0 


$154,108 


8,476 


$0  $8,476 


$0  $162,584 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
exanrining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  agency  has  created  special  pay 

rates  or  exceptions, 
o     Program  Specific  Obstacles  -  The  program  reported  no  specific  obstacles  related  to  personal  services. 
o     Vacancy  -  The  only  vacancy  in  the  program  resulted  from  the  departure  of  the  financial  manager.     The 

responsibilities  of  the  position  were  divided  between  two  other  positions,  resulting  in  a  reclassification  of  those 

positions  and  an  increase  in  pay  funded  from  leaving  the  financial  manager  position  open, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  reported  no  issues  dealing  with  the  legislatively  applied 

vacancy  savings  and  transferred  $56,514  in  personal  services  expenditure  authority  to  other  programs  within  the 

agency  in  the  base  year, 
o     Pay/Position  Changes  -  The  changes  in  pay  and  positions  were  resultant  from  the  redistribution  of  the  financial 

manager  position  responsibilities  to  other  positions  as  noted  above, 
o     Retirements  -  The  budget  office  had  one  retirement  in  the  current  biennium,  but  does  not  expect  any 

retirements  in  the  upcoming  biennium. 

DP  4001  -  Global  Insight  Contract  and  Session  Costs  -  The  budget  for  the  Office  of  Budget  and  Program  Planning 
contains  funding  to  pay  for  a  subscription  to  LHS  Global  Insight.  This  subscription  provides  economic  data  that  is  used 
in  developing  revenue  estimates  and  in  conducting  other  analyses.  The  cost  of  the  contract  for  the  economic  data  will 
increase  2%  per  year  in  the  next  biennium.  This  decision  package  also  includes  $7,500  in  FY  2013  only  to  cover  the 
increased  costs  related  to  the  preparation  and  publication  of  the  executive  budget. 


: 
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Program  Budget  Comparison 

'The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


^Program  Budget  Comparison 
-  Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

;FTE 

2.00 

2.00 

2.00 

2.00 

2.00 

2.00 

0.00 

0.00% 

i|Personal  Services 
Operating  Expenses 

152,841 
27,953 

151,091 
36,675 

147,011 
28,837 

146,635 
28,879 

303,932 
64,628 

293,646 
57,716 

(10,286) 
(6,912) 

(3.38%) 
(10.70%) 

Total  Costs 

$180,794 

$187,766 

$175,848 

$175,514 

$368,560 

$351,362 

($17,198) 

(4.67%) 

General  Fund 

180,794 

187,766 

175,848 

175,514 

368,560 

351,362 

(17,198) 

(4.67%) 

Total  Funds 

$180,794 

$187,766 

$175,848 

$175,514 

$368,560 

$351362 

($17,198) 

(4.67%) 

■•Program  Description 

The  Coordinator  of  Indian  Affairs  Program  serves  as  the  Governor's  liaison  with  state  Indian  tribes,  provides  information 
and  policy  support  on  issues  confronting  the  Indians  of  Montana,  and  advises  and  makes  recommendations  on  these 
issues  to  the  Legislative  and  Executive  Branches.  The  coordinator  also  serves  the  Montana  congressional  delegation  as 
an  advisor  and  intermediary  in  the  field  of  Indian  affairs  and  acts  as  spokesperson  for  representative  Native  American 
organizations  and  groups,  both  public  and  private,  whenever  that  support  is  requested.  The  program  is  mandated  by  2- 
'15-217  and  90-1 1-101,  MCA. 


Program  Highlights 


Coordinator  of  Indian  Affairs 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  4.7%  in  the  2013  biennium 

from  the  previous  biennium  due  to  vacancy  savings,  which  the  program  did 

not  achieve  in  the  base  year 

A  portion  of  the  agency's  5%  reduction  plan  that  is  not  included  in  the 

Governor's  budget  would  reduce  total  program  funding  by  an  additional 

1.74% 


(Program  Narrative 

5%  Reduction  Plan 

iStatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
jfollowing  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  for  the  Coordinator  of  Indian  Affairs  program  includes  an  across  the  board  unallocated  general 
fund  reduction  resulting  in  a  $6,1 18  biennial  savings.  This  reduction  is  not  included  in  the  Governor's  proposed  budget. 
|The  adoption  of  the  plan  by  the  legislature  would  result  in  an  additional  1.74%  decrease  in  the  total  funding  for  the 
jprogram. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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Program  Funding  Table 
Coordinator  Of  Indian  Affaire 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of Budget 
FY  2013 

01000   Total  General  Fund 
01 100  General  Fund 
Grand  Total 

$           180,794 

180,794 

$          180.794 

100.0%    $          175,848 
100.0%               175.848 
100.0%     $          175.848 

100.0% 
100.0% 
1000% 

$          175,514 

175,514 

$          175.514 

100.0% 
100.0% 
100.0% 

The  Coordinator  of  Indian  Affairs  Program  is  funded  entirely  from  the  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  2013         Fiscal  12-13  of  Budget 


-Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


180,794 

(4,946) 

0 

0 

SI  75,848 


180,794 

(5,280) 

0 

0 

$175^14 


361,588 

(10,226) 

0 

0 

$351362 


102.91% 

(2.91%) 

0.00% 

0.00% 


180,794 

(4,946) 

0 

0 

$175,848 


180,794 

(5,280) 

0 

0 

$175314 


361,588 

(10,226) 

0 

0 

$351362 


102.91% 

(2.91%) 

0.00% 

0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  2013- 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

($4,946) 


Grand  Total  All  Present  Law  Adjustments 
0.00  ($4,946) 


$0 


$0 


$0 


$0 


295 

(6,125) 

(167) 

1,051 


($4,946) 


($4,946) 


0.00 


($5,280) 


($5.280) 


$0 


$0 


$0 


$0 


(96) 

(6,110) 

(164) 

1,090 


($5,280) 


($5,280) 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  program  has  created  special  pay 

rates  or  exceptions, 
o     Program  Specific  Obstacles  -  Due  to  its  small  size  any  vacancies  result  in  significant  impedance  to  the 

program's  operations, 
o     Vacancy  -  There  have  been  no  vacant  positions  in  the  program  during  the  current  biennium. 
o     Legislatively  Applied  Vacancy  Savings  -  The  small  size  of  the  program  and  the  lack  of  turnover  have 
prevented  the  program  from  achieving  their  budgeted  amount  of  vacancy  savings.    Additional  authority  was 


LFD  Budget  Analysis 


A-42 


2013Bienniunlf| 


3101  -  GOVERNORS  OFFICE 05-COORDINATOR  OF  INDIAN  AFFAIRS 

transferred  between  programs  to  cover  the  shortfall, 
o     Pay/Position  Changes  -  At  the  end  of  FY  2010,  a  31.82%  pay  increase  was  provided  to  the  program 

administrator, 
o     Retirements  -  The  program  is  not  expecting  any  retirements  in  the  upcoming  biennium. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  201 1 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

298,318 

65,549 

0 

283,780 

48,324 

0 

278,008 

123,580 

0 

278,634 

59,029 

0 

582,098 

113,873 

0 

556,642 

182,609 

0 

(25,456) 

68,736 

0 

(4.37%) 

60.36% 

n/a 

Total  Costs 

$363,867 

$332,104 

$401,588 

$337,663 

$695,971 

$739,251 

$43,280 

6.22% 

General  Fund 

363,867 

332,104 

401,588 

337,663 

695,971 

739,251 

43,280 

6.22% 

Total  Funds 

$363,867 

$332,104 

$401,588 

$337,663 

$695,971 

$739,251 

$43,280 

6.22% 

Program  Description 

The  Centralized  Services  Program  provides  business  services  to  all  programs  within  the  Governor's  Office.  Services 
include  payroll  and  personnel,  accounting,  central  asset  management  and  computer  replacement,  data  processing,  and 
budget  preparation  and  monitoring  for  the  entire  office. 

Program  Highlights 


Centralized  Services  Division 
Major  Budget  Highlights 


♦  The  Governor's  proposed  budget  increases  6.2%  from  the  previous  biennium 
due  to  a  request  for  funding  of  scheduled  computer  equipment  replacement 

♦  A  portion  of  the  agency's  5%  reduction  plan  includes  an  $1 1,206  unallocated 
general  fund  reduction  that  is  not  included  in  the  Governor's  proposed  budget 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  for  the  Centralized  Services  program  includes  an  across  the  board  unallocated  general  fund 
reduction  resulting  in  an  $1 1,206  biennial  savings.  This  reduction  is  not  included  in  the  Governor's  proposed  budget. 
The  adoption  of  the  plan  by  the  legislature  would  result  in  an  additional  1.55%  decrease  in  the  total  funding  for  the 
program. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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Program  Funding  Table 
Centralized  Services  Division 

Program  Funding 

Base 
FY  2010 

%  of Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$         363,867 

363,867 

$          363.867 

100.0%     $          401,588 
100.0%                401,588 
100.0%     $          401.588 

100.0% 
100.0% 
100.0% 

$          337,663 

337.663 

S          337.663 

100.0% 
100.0% 

100,0% 

The  Centralized  Services  Program  is  funded  entirely  from  the  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


'Budget  Item 


-General  Fund- 


Budget 
Fiscal  20 12 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Budget 
Fiscal  2012 


Total  Funds ■ 

Budget  Biennium  Percent 

Fiscal  2013         Fiscal  12-13  of  Budget 


Base  Budget 

■Statewide  PL  Adjustments 
|0ther  PL  Adjustments 
New  Proposals 

Total  Budget 


363,867 

(15,744) 

44,600 

8,865 

$401388 


363,867 

(54,607) 

21,800 

6,603 

$337,663 


727,734 

(70,351) 

66,400 

15,468 

$739,251 


98.44% 

(9.52%) 

8.98% 

2.09% 


363,867 

(15,744) 

44,600 

8,865 

$401,588 


363,867 

(54,607) 

21,800 

6,603 

$337,663 


727,734 

(70,351) 

66,400 

15,468 

$739,251 


98.44% 

(9.52%) 

8.98% 

2.09% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
''Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2013 
State 

General                State 

Federal 

Total 

General 

Federal 

Total 

FTE 

Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
-ixed  Costs 

(8,726) 

(11,584) 

4,566 

(8,074) 
(11,610) 
(34,923) 

Total  Statewide  Present  Law  Adjustments 

($15,744) 

$0 

$0 

($15,744) 

($54,607) 

$0 

$0 

($54,607) 

DP  6001  -  Computer  Replacement  -  5 
0.00 

year  replacement  cycle 
44,600 

0 

0 

44,600 

0.00 

21,800 

0 

0 

21,800 

Total  Other  Present  Law  Adjustments 

0.00              $44,600 

$0 

$0 

$44,600 

0.00 

$21,800 

$0 

$0 

$21,800 

Grand  Total  All  Present  Law  Adjustments 

0.00              $28,856 

SO 

$0 

$28,856 

0.00 

($32,807) 

$0 

$0 

($32,807) 

Program  Personal  Services  Narrative 

rhe  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
;xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
Parity. 

o  Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  program  has  created  special  pay 
rates  or  exceptions. 

o     Program  Specific  Obstacles  -  The  program  is  not  expecting  any  difficulty  attracting  or  retaining  workers 

o     Vacancy  -  The  program  did  not  have  any  vacant  positions  during  the  base  year. 

o     Legislatively  Applied  Vacancy  Savings  -  Although  the  program  had  no  vacancies  during  the  base  year,  they 
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were  able  to  achieve  their  legislatively  applied  vacancy  saving  by  using  carry-forward  authority  from  a  prior 

biennium. 
o     Pay/Position  Changes  -  There  have  been  no  pay  or  position  changes  in  the  program  during  the  base  year, 
o     Retirements  -  The  program  administrator  for  Centralized  Services  retired  during  the  current  biennium,  but  the 

position  was  filled  with  minimal  impact  to  the  program's.operations. 

DP  6001  -  Computer  Replacement  -  5  year  replacement  cycle  -  Because  the  Governor's  Office  is  not  funded  in  the 
agency  base  budget  for  computer  replacements,  the  agency  has  historically  requested  OTO  funding  in  each  executive 
budget  for  the  number  of  computers  that  will  need  to  be  replaced  during  that  biennium.  Starting  in  FY  2011,  the 
computer  replacement  cycle  will  move  to  5  years.  This  request  includes  funding  for  replacing  computer  equipment  that 
will  exceed  its  5  year  expected  life  cycle  in  FY  2012  and  FY  2013. 


LFD 
COMMENT 


Although  it  is  noted  that  this  type  of  request  has  been  funded  historically  with  one  time  only  (OTO) 
funding  in  the  decision  package  description,  the  Governor's  proposal  does  not  designate  this  request 
to  be  funded  as  one  time  only.  The  legislature  may  want  to  instruct  staff  to  apply  the  OTO 
designation  to  this  item  should  it  be  adopted  as  part  of  the  legislatively  approved  budget. 


New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  20 1 2 

General                State 
Program                FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  6002  -  Relocate  Governor's  Office  Servers  to  SMDC 

06              0.00                 8,865                       0 

Total               0.00                $8,865                       $0 

0 
$0 

8,865 
$8,865 

0.00 
0.00 

6,603 
$6,603 

0 
$0 

0 
$0 

6,603 
$6,603 

DP  6002  -  Relocate  Governor's  Office  Servers  to  SMDC  -  The  budget  includes  general  fund  of  $6,865  in  FY  2012  and 
$6,603  in  FY  20 1 3  to  pay  the  costs  of  co-locating  the  Governor's  Office  servers  at  the  new  State  of  Montana  Data  Center 
(SMDC).  In  addition,  the  request  includes  $2,000  general  fund  in  FY  2012  only  to  purchase  a  KVM  Console,  which  is  a 
keyboard  and  monitor  unit  that  fits  in  the  storage  rack  and  allows  staff  to  work  on  the  server. 


F 


i 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
imding. 


'"rogram  Budget  Comparison 
Sudaet  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  201 1 

Budget 

Fiscal  2012 

Budget 
Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

m 

3.94 

3.94 

3.94 

3.94 

3.94 

3.94 

0.00 

0.00% 

personal  Services 
Operating  Expenses 

301,872 
47,052 

303,675 
54,332 

303,109 
28,846 

302,244 
28,924 

605,547 
101,384 

605,353 
57,770 

(194) 
(43,614) 

(0.03%) 
(43.02%) 

Total  Costs 

$348,924 

$358,007 

$331,955 

$331,168 

$706,931 

$663,123 

($43,808) 

(6.20%) 

-)eneral  Fund 

348,924 

358,007 

331,955 

331,168 

706,931 

663,123 

(43,808) 

(6.20%) 

( 

Total  funds 

$348,924 

$358,007 

$331,955 

$331,168 

$706,931 

$663,123 

($43,808) 

(6.20%) 

'rogram  Description 

the  Office  of  the  Lieutenant  Governor  is  responsible  for  carrying  out  duties  prescribed  by  statute  established  by  Article 
/I,  Section  4  of  the  Montana  Constitution,  as  well  as  those  delegated  by  the  Governor.    Statutory  authority  is  Title  2, 
Chapter  15,  part  3,  MCA. 
| 

'rogram  Highlights 


Lieutenant  Governor's  Office 
Major  Budget  Highlights 


♦  The  Governor's  proposed  budget  decreases  by  6.2%  from  the  previous 
biennium  due  to  a  reduction  in  fixed  costs  allocated  to  this  program 

♦  A  portion  of  the  agency's  5%  reduction  plan  includes  an  $1 1,806  unallocated 
general  fund  reduction  that  is  not  included  in  the  Governor's  proposed  budget 


'rogram  Narrative 

'<%  Reduction  Plan 

jitatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.    The 
Allowing  summarizes  the  plan  submitted  for  this  program. 

trie  5%  reduction  plan  for  the  Lieutenant  Governor's  Office  includes  an  across  the  board  unallocated  general  fund 
eduction  resulting  in  an  $1 1,806  biennial  savings.  This  reduction  is  not  included  in  the  Governor's  proposed  budget. 
[Tie  adoption  of  the  plan  by  the  legislature  would  result  in  an  additional  1 .55%  decrease  in  the  total  funding  for  the 
rogram. 

funding 

! Tie  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor, 
'unding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 
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Program  Funding  Table 
Lieutenant  Governor's  Office 

Program  Funding 

Base 
FY  20 10 

%  of  Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000   Total  General  Fund 
01 100  General  Fund 
Grand  Total 

$         348,924 

348,924 

S          .348.924 

100.0%     $         331,955 
100.0%               331,955 
100.0%     S         331.955 

100.0% 
100.0% 
100.0% 

$         331,168 

331,168 

S          331.168 

100.0% 
100.0% 
100.0% 

The  Lieutenant  Governor's  Office  is  funded  entirely  from  the  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


348,924 

(16,969) 

0 

0 

$331,955 


348,924 

(17,756) 

0 

0 

$331,168 


697,848 

(34,725) 

0 

0 

$663,123 


105.24% 

(5.24%) 

0.00% 

0.00% 


348,924 

(16,969) 

0 

0 

$331,955 


348,924 

(17,756) 

0 

0 

$331,168 


697,848 

(34,725) 

0 

0 

$663,123 


105.24% 

(5.24%) 

0.00% 

0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


General 

--Fiscal  2012 

State 

Federal 

Total 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

9,317 

Vacancy  Savings 

(8,080) 

Inflation/Deflation 

(1,352) 

Fixed  Costs 

(16,854) 

FTE 


General  State  Federal  Total 

Fund  Special  Special  Funds 


Total  Statewide  Present  Law  Adjustments 

($16,969) 


Grand  Total  All  Present  Law  Adjustments 
0.00  ($16,969) 


$0 


$0 


$0 


$0 


($16,969) 


($16,969) 


0.00 


($17,756) 


($17,756) 


$0 


$0 


$0 


$0 


8,43 

(8,060) 

(1,332) 

(16,796) 


($17,756) 


($17,756) 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  program  has  created  special  pay 

rates  or  exceptions, 
o     Program  Specific  Obstacles  -  The  program  is  not  expecting  any  difficulty  attracting  or  retaining  workers, 
o     Vacancy  -  The  program  did  not  have  any  vacant  positions  during  the  base  year. 

o  Legislatively  Applied  Vacancy  Savings  -  Although  the  program  had  no  vacancies  during  the  base  year, 
additional  authority  was  transferred  from  other  programs  to  meet  the  personal  services  budget,  including  the 
legislatively  applied  vacancy  savings. 
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o     Pay/Position  Changes  -  There  have  been  no  pay  or  position  changes  in  the  program  during  the  base  year. 

o     Retirements  -  There  have  been  no  retirements  in  the  Lieutenant  Governor's  Office  during  the  current  biennium. 

However,  Governor  Schweitzer's  term  of  office  will  end  in  January  of  2013  and  there  is  an  assumed  turnover  of 

exempt  staff. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

93,580 
10,602 

91,945 
12,188 

89,352 
11,482 

89,422 
11,522 

185,525 
22,790 

1 78,774 
23,004 

(6,751) 
214 

(3.64%) 
0.94% 

Total  Costs 

$104,182 

$104,133 

$100,834 

$100,944 

$208,315 

$201,778 

($6,537) 

(3.14%) 

General  Fund 
State  Special 

79,774 
24,408 

79,633 
24,500 

89,665 
11,169 

89,840 
11,104 

159,407 
48,908 

179,505 
22,273 

20,098 
(26,635) 

12.61% 
(54.46%) 

Total  Funds 

$104,182 

$104,133 

$100,834 

$100,944 

$208315 

$201,778 

($6337) 

(3.14%) 

Program  Description 

The  Citizens'  Advocate  Office  exists  to  provide  access  to  state  government  for  Montana  citizens.  The  office 
information  to  citizens  and  functions  as  a  referral  service  for  public  comments,  suggestions,  and  requests  for 
The  office  provides  a  toll-free  number  to  the  public. 

Program  Highlights 


provides 
information. 


Citizens'  Advocate  Office 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  3.1%  from  the  previous 
biennium  due  to  statewide  present  law  adjustments 

A  portion  of  the  agency's  5%  reduction  plan  includes  an  $2,700  unallocated 
general  fund  reduction  that  is  not  included  in  the  Governor's  proposed 
budget.  While  the  total  budget  decreases,  general  fund  increases  by  12.6% 
due  to  a  funding  switch 


Major  LFD  Issues 


♦     The  executive  proposes  a  funding  switch  that  moves  $19,957  from  state 
special  revenue  to  general  fund 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  for  the  Citizens'  Advocate  Office  program  includes  an  across  the  board  unallocated  general  fund 
reduction  resulting  in  a  $2,700  biennial  savings.  This  reduction  is  not  included  in  the  Governor's  proposed  budget.  The 
adoption  of  the  plan  by  the  legislature  would  result  in  an  additional  1.5%  decrease  in  general  fund  and  1.34%  decrease  in 
the  total  funding  for  the  program. 
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funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
7unding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Program  Funding  Table 

Citizens 

Advocate  Office 

Base 

%  of Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$ 

79,774 

76.6% 

$           89,665 

88.9% 

$            89,840 

89.0% 

01 100  General  Fund 

79,774 

76.6% 

89,665 

88.9% 

89,840 

89.0% 

02000    Total  State  Special  Funds 

24,408 

23.4% 

11,169 

11.1% 

11,104 

11.0% 

02253  Citizen's  Advocate  State  Special  Re 

24.408 

23.4% 

11,169 

11.1% 

11.104 

11.0% 

Grand  Total 

s 

104.182.0 

100,0% 

$       100.834.0 

100.0% 

$        100.944.0 

100  0% 

The  Citizens'  Advocate  Office  is  funded  with  both  general  fund  and  state  special  revenue.  The  state  special  revenue 
account  is  funded  through  charges  by  the  Citizens'  Advocate  to  the  Department  of  Public  Health  and  Human  Services 
DPHHS)  for  the  telephone  calls  that  the  Citizens  Advocate  Office  handles  on  behalf  of  DPHHS,  as  they  are  the  initial 
joint  of  contact  for  many  DPHHS  programs. 

Judget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


'ludget  Summary  by  Category 


iudget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  20 1 2         Fiscal  2013         Fiscal  12-13  of  Budget  Fiscal  2012 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  2013         Fiscal  12-13  of  Budget 


iase  Budget 

jtatewide  PL  Adjustments 
•Ither  PL  Adjustments 
lew  Proposals 

Total  Budget 


79,774 

9,891 

0 

0 

$89,665 


79,774 

10,066 

0 

0 

$89,840 


159,548 

19,957 

0 

0 

$179,505 


88.88% 

11.12% 

0.00% 

0.00% 


104,182 

(3,348) 

0 

0 

$100,834 


104,182 

(3,238) 

0 

0 

$100,944 


208,364 

(6,586) 

0 

0 

$201,778 


103.26% 

(3.26%) 

0.00% 

0.00% 


present  Law  Adjustments 

[Tie  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 

Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.   Decisions  on  these 

Items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 


lescriptions. 

• 

■resent  Law  Adjustments 

cal2012 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

lersonal  Services 
j'acancy  Savings 
jixed  Costs 

j       Total  Statewide  Present  Law  Adjustments 

$9,891 

Grand  Total  All  Present  Law  Adjustments 
i                                                0.00                $9,891 

($13,239) 
($13,239) 

$0 
$0 

(505) 

(3,723) 

880 

($3,348) 
($3348) 

0.00 

$10,066 
$10,066 

($13304) 
($13304) 

$0 

$0 

(432) 

(3,726) 

920 

($3,238) 

($3,238) 
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LFD 
ISSUE 


Funding  Switch  to  General  Fund 

The  program  has  decreased  state  special  revenue  funding  by  about  54.5%  from  the  base  year  in  the  upcoming 
biennium  and  shifted  the  majority  of  that  funding  to  the  general  fund. 


I 


As  stated  in  the  funding  section  of  this  narrative,  the  office  charges  the  Department  of  Public  Health  and  Human  Service^ 
(DPHHS)  for  work  done  on  their  behalf.  Examination  of  the  actual  time  spent  on  phone  calls  for  DPHHS  showed  that( 
less  time  was  expended  than  the  funding  level  appeared  to  warrant.  Consequently,  the  program  requests  additiona 
general  fund  to  reduce  the  amount  of  funding  contributed  by  DPHHS  to  more  accurately  reflect  the  actual  workload. 

Two  separate  adjustments  make  up  the  switch: 

1)  The  total  statewide  present  law  adjustments  reduce  the  budget  for  the  program  by  $6,586  over  the  biennium 
This  reduction  is  applied  only  to  the  state  special  revenue  fund. 

2)  The  program  has  also  shifted  another  $19,957  funding  from  the  state  special  revenue  account  to  the  general  fund. 

The  result  of  both  of  these  adjustments  is  that  although  the  total  funding  for  the  program  would  decline  by  3.1%  from  the 
previous  biennium,  the  general  fund  expenditures  would  increase  by  12.6%. 

Should  be  Made  in  New  Proposal 


Statute  requires  that  any  change  in  funding  source  must  be  done  in  a  decision  package.  Instead,  the  office  has  made  this 
change  in  the  adjusted  base.  Therefore,  the  legislature  may  want  to  act  on  this  funding  switch  separately. 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  There  are  no  specific  employee  groups  for  which  the  program  has  created  special  pay 

rates  or  exceptions, 
o     Program  Specific  Obstacles  -  The  program  is  not  expecting  any  difficulty  attracting  or  retaining  workers, 
o     Vacancy  -  The  program  did  not  have  any  vacant  positions  during  the  base  year. 

o     Legislatively  Applied  Vacancy  Savings  -  Although  the  program  had  no  vacancies  during  the  base  year, 
additional  authority  was  transferred  from  other  programs  to  meet  their  personal  services  budget,  including  the 
legislatively  applied  vacancy  savings, 
o     Pay/Position  Changes  -  There  have  been  no  pay  or  position  changes  in  the  program  during  the  base  year, 
o     Retirements  -  The  program  had  no  retirements  in  the  current  biennium  and  does  not  have  any  employees 
eligible  for  retirement  in  the  upcoming  biennium. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


'rogram  Budget  Comparison 
3udget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

-TE 

5.00 

5.00 

5.00 

5.00 

5.00 

5.00 

0.00 

0.00% 

'ersonal  Services 
Operating  Expenses 

322,968 

74,604 

331,781 
78,543 

323,250 
73,365 

324,166 
73,427 

654,749 
153,147 

647,416 
146,792 

(7,333) 
(6,355) 

(1.12%) 
(4.15%) 

Total  Costs 

$397,572 

$410,324 

$396,615 

$397^93 

$807,896 

$794,208 

($13,688) 

(1.69%) 

jeneral  Fund 

397,572 

410,324 

396,615 

397,593 

807,896 

794,208 

(13,688) 

(1.69%) 

Total  Funds 

$397,572 

$410324 

$396,615 

$397,593 

$807,896 

$794,208 

($13,688) 

(1.69%) 

Program  Description 

The  Mental  Disabilities  Board  of  Visitors  program  is  actually  two  individual  programs  providing  related  services  to  the 
Deople  of  Montana. 

rhe  Mental  Disabilities  Board  of  Visitors  is  charged  with  formally  reviewing  patient  care  and  assisting  people  who  have 
complaints  about  services  at  Montana's  licensed  mental  health  centers,  community  hospital  psychiatric  units,  children's 
■esidential  treatment  programs,  and  at  the  state  facilities  that  serve  people  with  mental  illnesses  and  developmental 
disabilities.  The  board  provides  legal  services  to  patients  at  Montana  State  Hospital.  The  Governor  appoints  six  board 
members  who  represent  recipients  of  services  and  their  families,  and  the  mental  health  and  developmental  disability 
Drofessions.  The  board  employs  administrative  and  legal  staff  and  contracts  with  mental  health  and  developmental 
disability  professionals  to  carry  out  its  responsibilities  for  patient  representation  and  facility  review.  The  Mental 
Disabilities  Board  of  Visitors  Program  was  created  by  the  Developmental  Disabilities  Act  of  1975  and  the  Mental 
Commitment  and  Treatment  Act  of  1 975  and  exists  as  a  state  mandate. 

rhe  Mental  Health  Ombudsman  is  statutorily  directed  to  "represent  the  interests  of  individuals  with  regard  to  need  for 
jublic  mental  health  services".  The  office  functions  with  1.5  FTE  responding  to  statewide  requests  for  service.  The 
Office  of  the  Ombudsman  was  created  by  the  legislature  in  1 999  and  is  appointed  by  the  Governor  for  a  four  year  term. 

Program  Highlights 


Mental  Disabilities  Board  of  Visitors 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  1.7%  from  the  previous 
biennium  due  in  large  part  to  a  reduction  in  statewide  present  law 
adjustments,  partially  offset  by  an  increase  because  a  position  vacant  when 
the  budgets  were  established  was  hired  at  a  higher  rate 
The  portion  of  the  agency's  5%  reduction  plan  applicable  to  the  program 
would  further  reduce  the  funding  for  the  Mental  Health  Ombudsman  program 
by  0.5% 
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Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  Governor's  proposed  5%  reduction  plan  for  the  Mental  Disabilities  Board  of  Visitors  program  contains  two  items, 
both  of  which  apply  only  to  the  Mental  Health  Ombudsman  program  because  the  Mental  Disabilities  Board  of  Visitors  is 
exempted  from  the  5%  reduction  plan  requirement  by  17-7-11  (3 )(f),  MCA.  The  executive  has  included  in  the  plan  an 
across  the  board  unallocated  general  fund  reduction  resulting  in  a  $3,644  biennial  savings,  and  the  reduction  of  a  0.50 
FTE.  Neither  reduction  is  included  in  the  executive  budget.  Adoption  of  the  5%  plan  by  the  legislature  would  result  in 
an  additional  6.8%  decrease  in  total  funding  for  the  Mental  Health  Ombudsman  program.  Since  other  staff  would  absorb 
the  duties  of  this  FTE,  service  timeliness  may  be  impacted.  The  FTE  is  currently  filled. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


:■; 


Program  Funding  Table 
Mental  Disabilities  Bd  Visitrs 

Program  Funding 

Base 
FY  2010 

%  of  Base            Budget 
FY  2010           FY  2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000  Total  General  Fund 
01100  General  Fund 
Grand  Total 

$         397,572 
397.572 

%     397  572  00 

100.0%     $         396,615 
100.0%              396.615 

100  0%     $    396  615  00 

100.0% 

100.0% 

100  0% 

$         397,593 
397.593 

%    397  593  00 

100.0% 
100  0% 
100  0% 

This  program  is  funded  entirely  by  the  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


"I 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2         Fiscal  20 1 3        Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012         Fiscal  2013        Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 


Total 


Budget 


397,572 

(6,123) 

5,166 

0 

$396,615 


397,572 

(5,145) 

5,166 

0 

$397,593 


795,144 

(11,268) 

10,332 

0 

$794,208 


10012% 

(1.42%) 

130% 

0.00% 


397,572 

(6,123) 

5,166 

0 

$396,615 


397,572 

(5,145) 

5,166 

0 

$397,593 


795,144 

(11,268) 

10,332 

0 

$794,208 


100  12% 

(1.42%) 

1  30% 

000% 
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Present  Law  Adjustments 

the  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
'Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
terns  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 

jlescriptions. 


'resent  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


'ersonal  Services 
Vacancy  Savings 
inflation/Deflation 
:ixed  Costs 

Total  Statewide  Present  Law  Adjustments 

($6,123) 

OP  2000  -  Adjust  Budget  for  Actual  Pay  Rate 

0.00  5,166 

Total  Other  Present  Law  Adjustments 

0.00  $5,166 

Grand  Total  All  Present  Law  Adjustments 

0M ($957) 


$0 


$0 


$0 


$0 


$0 


$0 


8,370 

(13,254) 

(317) 

(922) 


($6,123) 

5,166 

$5,166 

($957) 


0.00 


0.00 


0.00 


($5,145) 


5,166 


$5,166 


$21 


$0 


$0 


$0 


$0 


$0 


$0 


9,323 

(13,291) 

(312) 

(865) 


($5,145) 


5,166 


$5,166 


$21 


OP  2000  -  Adjust  Budget  for  Actual  Pay  Rate  -  The  Governor's  Office  is  asking  for  additional  personal  services  funding 
o  cover  a  gap  in  funding  for  a  half-time  position  that  was  vacant  at  the  date  from  which  the  personal  services  budget  is 
determined,  but  which  has  been  recruited  and  filled  at  a  rate  in  excess  of  the  budgeted  entry  rate.  The  Mental  Disabilities 
3oard  of  Visitors  has  hired  a  0.50  FTE  Legal  Assistant  for  $4.26  more  per  hour  than  its  budgeted  rate.  Including  a 
;alculation  for  benefits  at  between  16-17%,  the  Board  of  Visitors  is  underfunded  by  $5,166  each  year. 


LFD 
COMMENT 


This  decision  package  applies  only  to  the  Mental  Disabilities  Board  of  Visitors.  It  is  related  to  the 
statewide  present  law  in  that  the  reductions  from  the  base  expenditures  for  personal  services  are 
because  this  position  cost  more  than  was  budgeted  in  the  previous  biennium  so  a  reduction  was 
applied  to  the  adjusted  base  to  align  the  upcoming  budget  with  the  snapshot  date  budget  for  the 

>osition.    This  decision  package  essentially  reverses  that  present  law  adjustment  and  provides  the  program  with  the 

>udget  authority  for  the  projected  cost  of  the  position  in  the  upcoming  biennium. 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  o 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

t 
Biennium 
%  Change 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Grants 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

0 

550,000 

0 
0 
0 
0 

0 
0 
0 
0 

0 

0 

0 

550,000 

0 

0 

0 

550,000 

Total  Costs 

$0 

SO 

$550,000 

$0 

$0 

$550,000 

$550,000 

Federal  Special 

0 

0 

550,000 

0 

0 

550,000 

550,000 

Total  Funds 

$0 

so 

$550,000 

$0 

$0 

$550,000 

$550,000 

Agency  Description 

Agency  Mission:  It  is  the  mission  of  the  Secretary  of  State  to  improve  services  to  Montana's  voters,  business 
community,  and  governmental  agencies  through  open  communications,  effective  use  of  technology,  and  transparent 
accountability. 

The  Secretary  of  State's  Office: 

o     Interprets  state  election  laws  and  oversees  statewide,  federal,  legislative,  Public  Service  Commission,  district 

court  judge,  and  ballot  issue  elections 
o     Maintains  the  official  records  of  the  executive  branch  and  the  acts  of  the  legislature 
o     Reviews,  maintains,  and  distributes  public-interest  records  of  businesses  and  nonprofit  organizations 
o     Files  administrative  rules  adopted  by  state  departments,  boards,  and  agencies 
o     Attests  to  the  Governor's  signature  on  executive  orders,  proclamations,  resolutions,  extradition  papers,  and 

appointments 
o     Preserves  the  state  seal 

o     Files  and  maintains  records  of  secured  financial  transactions,  such  as  liens 
o     Serves  on  the  state  Board  of  Land  Commissioners  and  the  Board  of  Examiners 
o     Commissions  notaries  public 


The  Secretary  of  State's  Office  consists  of  one  program,  the  Business  and  Government  Services  Program,  which 
provides  all  the  functions  of  the  office. 
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Agency  Highlights 


Secretary  of  State's  Office 
Major  Budget  Highlights 


No  base  funding  exists  for  the  office  as  the  2009  Legislature  designated  the 

$305,000    federal    Help    America    Vote    Act    of   2002    (HAVA)    funds 

appropriated  for  the  20 1 1  biennium  as  one  time  only 

HB  2  funding  consists  entirely  of  a  request  to  fund  grants  to  counties  with 

federal  HAVA  funds,   which  would  add  $550,000  million  for  the  2013 

biennium 

The   remainder   of  the   office's    funding    is    derived   from   non-budgeted 

proprietary  funds 


Legislative  Action  Issues 


♦     Proprietary  Rate  Discussion 

•      Because  the  proprietary  funds  are  enterprise  funds,  the  legislature 
does  not  appropriate  or  approve  rates  for  the  proprietary  funding  of 
the  office 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
•establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  201 3  biennium. 

J201 1  Biennium  Goals 

•No  goals  for  the  Secretary  of  State's  Office  were  monitored  during  the  201 1  interim. 

20 1 3  Biennium  Goals 

;The  Legislative  Finance  Committee  did  not  identify  goals  for  recommendation  to  the  201 1  Legislature. 


Agency  Personal  Services  Narrative 

|No  personal  services  are  associated  with  the  office's  HB  2  funding. 

■ 
i 
Agency  Overview 

The  Secretary  of  State's  Office  budget  request  shows  a  growth  of  $550,000  million  for  the  2013  biennium  compared  to 
no  base  in  the  201 1  biennium.  The  funding  for  the  2013  biennium  is  federal  funds  to  continue  efforts  associated  with  the 
Help  America  Vote  Act  of  2002  that  has  been  on-going  since  the  2005  Legislature  first  appropriated  funding  for  this 
purpose.  No  base  exists  because  the  legislature  has  designated  previous  funding  as  one  time  only.  No  FTE  are 
associated  with  the  HAVA  funding. 

All  remaining  functions  of  the  office  are  funded  with  enterprise  type  proprietary  funds,  which  are  financed  through  fees 
and  charges  paid  by  public  and  private  entities  that  by  law  either  purchase  services  from  the  department  or  are  required 
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to  submit  documents  or  obtain  registrations  with  the  office.  Unlike  internal  service  type  proprietary  programs,  the  rate: 
for  the  fees  and  charges  are  not  approved  by  the  legislature,  but  are  instead  established  in  statute  or  administrative  rule; 
For  further  discussion  of  the  proprietary  program  see  the  "Proprietary  Rates"  section. 


5%  Reduction  Plan 

The  Secretary  of  State's  Office  was  not  required  to  submit  a  5%  reduction  plan  as  the  office  has  no  base  budget  in  the 
general  appropriations  act. 

Funding 

The  operations  of  the  Secretary  of  State's  Office  are  primarily  funded  with  proprietary  funds  derived  from  fees  for 
services,  document  sales,  and  other  fees  established  in  statute.  In  recent  years,  the  federal  Help  America  Vote  Act  oi 
2002  (HAVA)  has  provided  federal  special  revenue  for  election  reform  initiatives.  Since  expenditure  of  HAVA  interest 
funds  in  the  base  were  designated  as  one  time  only,  these  expenditures  were  removed  from  the  base  and  no  base  exists. 
Interest  accrued  on  deposit  of  HAVA  funds  remains  unspent  and  is  included  for  the  2013  biennium  as  part  of  HB  2. 
Only  HAVA  funds  are  included  in  HB  2. 

The  remainder  of  the  office  is  funded  with  enterprise  type  proprietary  funds.  For  the  2013  biennium,  proprietary  funds 
account  for  $10.7  million  of  nearly  $1 1.2  million  total  funds  included  in  the  executive  budget  to  finance  the  office.  The 
proprietary  fund  and  supported  operations  are  discussed  below  in  the  "Proprietary  Rates"  section. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 

1  Fund 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Total  Funds- 

Bie 

Fisca 

Budget 
Fiscal  201 

2 

Budget 

Fiscal  2013 

Budget 

Fiscal  2012 

Budget 
Fiscal  20 

inium 
112-13 

Percent 
of  Budget 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0.00% 
0.00% 
0.00% 
0.00% 

0 

0 

0 

550,000 

$550,000 

0 
0 
0 
0 

$0 

0 

0 

0 

550,000 

$550,000 

o.oc 
o.oc 

O.Ofl 

loo.od 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Program              FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2  -  HAVA  (Biennial) 

01                    0.00 

Total                   0.00 

0 
$0 

0 
$0 

550,000 
$550,000 

550,000 
$550,000 

0.00 
0.00 

0 
$0 

0 
$0 

0 
$0 

S 

DP  2  -  HAVA  (Biennial)  -  For  the  2013  biennium  $550,000  of  federal  special  revenue  is  requested  to  provide  grants  to 
counties  for  continued  voting  equipment  improvements.  Revenue  is  from  interest  earned  on  deposit  of  Help  America 
Vote  Act  of  2002  (HAVA)  federal  grant  funds  and  additional  grant  funding  received  subsequently.  The  executive 
recommends  designating  funding  as  biennial  and  one  time  only. 
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Help  America  Vote  Act  of  2002  -  Purpose  and  Status 


The  Help  America  Vote  Act  of  2002  (HAVA)  was  passed  by  Congress  in  the  wake  of  the 
controversial  2000  presidential  election  in  Florida.  The  act  required  states  to  improve  their  federal 
elections  processes  and  federal  funds  have  been  provided  to  states  to  do  so.  To-date,  Montana  has  received  nearly  $  1 6 
nillion  in  grant  funds  and  is  eligible  to  receive  additional  payments  if  appropriated  by  Congress.  Federal  funds  have 
;)een  used  in  Montana  to: 

o     Purchase  voting  equipment  that  allows  voters  with  disabilities  to  vote  independently  and  privately 

o     Improve  accessibility  to  county  polling  places 

o     Replace  all  punch-card  voting  systems 

o     Create  and  maintain  a  statewide  database  of  all  registered  voters  that  can  be  updated  by  local  election  officials  on 

an  ongoing  basis 
o     Educate  voters,  poll  workers,  and  election  officials  about  the  requirements  of  the  act 

o     Generally  improve  the  administration  of  federal  elections 

I 

'-LAVA  administration  and  compliance  requirements  will  continue.  However  federal  funds  are  not  as  certain.  The 
^resident's  FY  201 1  budget  contains  no  funding  for  state  election  costs.  Montana's  HAVA  funding  is  expected  to  last 
hrough  the  2012  national  election  unless  unknown  costs  cause  it  to  be  depleted  sooner.  Once  federal  funds  are  no  longer 
available,  the  Secretary  of  State  enterprise  fund  will  fund  the  nearly  $  1 .4  million  in  biennial  costs  for  the  statewide  voter 
He  and  $230,000  biennial  costs  of  the  election  staff  and  other  election  costs. 


'roprietary  Rates 

Secretary  of  State  (Business  and  Government  Services  -  06053) 

proposed  Budget 

Che  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06053  shows  the  financial  information  for 
Jhe  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
jind  reconfigured  the  figure  for  clarity. 
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2013  Biennhim  Report  on 

Internal  Service  and  Enterprise  Funds 

Fund           Fund  Name                            Agency  # 
06053          Sec  of  St  Business  Service:         32010 

Agency  Name 
Secretary  of  State 

Program  Name 
Business  &  Government  Services 

Actual 
FY  2010 

Budgeted 
FY  2011 

Budgeted 
FY  2012 

Budgeted 
FY  2013 

Operating  Revenues: 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 

Other  Operating  Revenues 
Total  Operating  Revenue 

$4,642,299 

8,659 

0 

0 

71,415 

$4,722373 

54,844,400 

12,000 

0 

0 

10.600 

$4,867,000 

$4,970,500 

20,000 

0 

0 

75,000 

$5,065,500 

$5235,500 

20,000 

0 

0 

15.000 

$5270,500 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
SIMS  Operating  Expenses 
Total  Operating  Expenses 

3,019,176 

1,832,913 

212226 

$5,064315 

3,036,144 

2365,676 

218.717 

$5,620,537 

3,118310 

2,236,018 

0 

$5354328 

3,117,579 

2207,881 

0 

$5325,460 

Operating  Income  (Loss) 

($341,942) 

($753,537) 

($289,028) 

($54,960) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

$0 

0 
0 
0 

$0 

0 

0 

0 

$0 

0 

0 

0 

$0 

Income  (Loss)  Before  Operating  Transfers 

($341,942) 

($753,537) 

($289,028) 

($54,960) 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

0 

0 

0 

($341,942) 

0 

0 

0 

($753,537) 

0 

0 

0 

($289,028) 

0 

0 

0 

($54,960) 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

2,479,684 

39 

0 

2.479.723 

$2,137,781 

2,137,781 

1,407,979 

0 

3.545.760 

$2,792,223 

2,792,223 
0 
0 

2.792223 
$2303,195 

2,503,195 
0 
0 

2.503.195 

$2,448235 

60  days  of  expenses 

$844,053 

$936,756 

$892,421 

$887,577 

LFD 
ISSUE 


Fund  Balance 


The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06053  shows  and  the  last 
several  legislative  audits  confirm  that  the  fund  balance  for  the  enterprise  fund  used  to  finance  the  operations 

of  the  Secretary  of  State  is  high  and  fees  are  not  commensurate  with  costs.  The  legislature  may  want  to  discuss  plans  the 

office  has  for  addressing  fees  and  operating  costs  of  the  office. 


Reasonable  Reserves 

At  the  end  of  FY  2010,  the  fund  balance  was  more  than  two  and  a  half  times  a  level  sufficient  to  finance  60  days  of  costs 
A  60-day  working  capital  reserve  is  generally  recognized  as  a  reasonable  level  for  internal  service  funds  receiving 
federal  grants.  Although  this  fund  is  an  enterprise  fund,  it  functions  the  same  as  an  internal  service  fund  and  the  only 
difference  is  in  who  pays  the  fees.  In  this  instance  fees  are  paid  by  the  public  whereas  with  an  internal  service  fund  only 
governmental  entities  pay  the  fees. 
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LFD 

ISSUE  CONT. 


Legislative  Audit  Findings 

The  balance  of  this  fund  has  been  mentioned  in  the  last  three  legislative  audits  of  the  Secretary  of 
'Jtate.  High  fund  balance  has  been  noted  along  with  fees  that  are  not  commensurate  with  costs.  Under  the  previous 
iecretary  of  State,  the  purpose  for  accumulating  the  balance  was  stated  as  being  needed  to  upgrade  the  computerized 
aanagement  system  used  by  the  office.  The  balance  has  never  been  used  to  finance  these  costs.  Furthermore,  the  office 
vas  successful  in  obtaining  general  fund  from  the  2009  Legislature  to  finance  the  first  of  five  planned  phases  for 
ipgrading  the  office's  management  system.  The  current  Secretary  of  State  has  stated  that  the  balance  of  the  fund  is 
leeded  to  finance  costs  for  the  operation  of  the  office. 


legislative  Action 

lie  legislature  has  no  requirements  to  appropriate  the  fund  or  approve  fees  for  the  Secretary  of  State  in  regard  to  funding 
rom  this  enterprise  type  proprietary  fund.  If  the  legislature  considers  in  its  review  of  the  fund  that  the  fund  balance  is 
lot  reasonable  it  has  two  options: 
■ .    Request  that  the  Secretary  of  State  lower  fees  to  bring  fees  in  line  with  costs  of  the  office  after  factoring  the 

excess  balance  over  a  reasonable  reserve  in  the  rate  determination;  or 
1    Transfer  a  portion  of  the  fund  to  the  general  fund.  The  legislature  could  transfer  the  $1 .5  million  used  to 

finance  the  first  phase  of  the  Secretary  of  State's  Information  Management  System  (SIMS)  it  funded  with 

general  fund.  This  action  would  require  legislation  to  implement. 


3rogram  Description 

Tie  Secretary  of  State's  Office  conducts  its  daily  operations  through  a  single  program,  the  Business  and  Government 
Jervices  Program.  It  provides  the  following  major  functions: 

o     Election  administration 

I 

o     Registration  and  document  filing  of  Montana  businesses 
o     Publication  and  distribution  of  administrative  rules 

1 

j      o     Records  management  of  public  documents  generated  by  state  and  local  governments 
o     Central  services  for  the  Secretary  of  State's  Office 

frogram  Narrative 

I 
Expenses 

'Tie  major  base  expenses  of  the  office  are  for: 

o     Personal  services  for  54.25  FTE,  $3.0  million  or  61%  of  base  year  expenses 
i      o     Operating  costs,  $1.8  million  with  roughly  43%  of  these  costs  associated  with  providing  electronic  government 
service  including: 

•  $357,000  for  e-government  transaction  fees 

•  $  1 93,500  for  information  technology  consultants  and  professional  services 

•  $  1 66,000  for  application  and  server  hosting  with  the  Department  of  Administration 


Revenues 

Levenues  are  received  from  fees  charged  to:  1)  businesses  and  corporations  for  corporate  filings,  registration  of  assumed 
usiness  names,  and  trademarks;  2)  state  agencies  and  users  of  ARM  for  publishing  and  distributing  the  ARM  and  the 
IAR,  and  storage  and  management  of  public  documents;  3)  candidates  who  file  for  elections;  and  4)  Montana  citizens 
/ho  apply  to  be  notaries.  Revenues,  by  source,  have  been  consistent  for  the  past  four  years  and  are  not  projected  to 
eviate  from  this  pattern. 
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Funding  Sources 

Except  for  the  HB  2  funding  discussed  above,  the  remainder  of  the  office  is  funded  with  enterprise  funds.    The 
legislature  does  not  appropriate  enterprise  funds  nor  does  it  approve  the  level  of  fees  and  charges  in  HB  2.   Instead,  the 
legislature  accepts  and  identifies  any  concerns  with  a  report  on  the  enterprise  fund  that  includes  retained  earnings  and 
contributed  capital,  projected  operations  and  charges,  and  projected  fund  balances.     Revenues  deposited  into  the  > 
enterprise  fund  are  derived  from  fees  for  services,  document  sales,  and  other  fees  established  in  statute. 

Present  Law  Adjustments 

Present  law  adjustments  add  $997,000  for  the  biennium  and  1.00  FTE.  Statewide  present  law  adjustments  dominate  the 
increases,  with  fixed  cost  allocations  to  the  office  for  Department  of  Administration  Information  Technology  Services 
Division  ($504,000)  and  statewide  indirect  costs  ($234,000)  the  two  biggest  increases. 


DP  55002  -  Agency  FTE  -  An  increase  is  requested  to  fund  the  addition  of  1 .00  FTE  for  records  management. 


t 


LFD 
COMMENT 


Position  Added  Was  a  Modified  Position 


The  position  associated  with  this  decision  package  was  first  added  as  a  modified  position  in  FY  2008 
and  has  continued  to  be  reestablished  as  a  modified  position  since.  The  position  has  been  funded 

through  budget  authority  added  by  the  executive  during  the  interim  and  has  not  been  considered  previously  by  the 

legislature. 


Proprietary  Rates 

Funding  for  the  program  is  with  enterprise  type  proprietary  funds.  As  such,  the  legislature  does  not  approve  rates  or 
appropriate  funds  for  the  proprietary  portion  of  the  funding  for  the  Secretary  of  State.  The  legislature  reviews  the  report 
for  the  enterprise  fund  and  notes  any  concerns  with  the  financial  position  of  the  fund.  Rates  for  the  Secretary  of  State's 
Office  are  established  in  administrative  rule. 


I 


\ 
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vgency  Budget  Comparison 

,fhe  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
unding. 


igency  Budget  Comparison 
udget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

B 

% 

ennium 
Change 

flE 

6.00 

6.00 

6.00 

6.00 

6.00 

6.00 

0.00 

0.00% 

Jersonal  Services 
'perating  Expenses 
transfers 

259,692 

174,125 

0 

294,068 

163,785 

0 

306,774 

265,081 

0 

307,028 

259,588 

0 

553,760 

337,910 

0 

613,802 

524,669 

0 

60,042 

186,759 

0 

10.84% 

55.27% 

n/a 

Total  Costs 

$433,817 

$457,853 

$571,855 

$566,616 

$891,670 

$1,138,471 

$246,801 

27.68% 

leneral  Fund 

433,817 

457,853 

571,855 

566,616 

891,670 

1,138,471 

246,801 

27.68% 

Total  Funds 

$433,817 

$457,853 

$571,855 

$566,616 

$891,670 

$1,138,471 

$246,801 

27.68% 

igency  Description 

Agency  Mission:  To  monitor  and  to  enforce,  in  a  fair  and  impartial  manner,  campaign  practices  and  campaign  finance 
isclosure,  lobbying  disclosure,  business  interest  disclosure  of  statewide  and  state  district  candidates,  elected  state 
fficials,  and  state  department  directors,  ethical  standards  of  conduct  for  legislators,  public  officers,  and  state  employees, 
,nd  to  investigate  legitimate  complaints  that  arise  concerning  any  of  the  foregoing. 
i 

(Tie  Commissioner  of  Political  Practices  (COPP)  has  responsibilities  that  were  defined  by  a  legislative  initiative  in  1980 
equiring  disclosure  of  acts  by  lobbyists  and  business  interests  of  elected  officials.   COPP  also  has  responsibility  for  the 
'thical  standards  of  conduct  for  legislators,  public  officers,  and  state  employees  pursuant  to  Title  2,  Chapter  2,  MCA. 


igency  Highlights 
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The  requested  total  executive  budget  increases  from  the  previous  biennium 
due  to: 

•  Statewide  present  law  adjustments  for  personal  services  due  to 
vacant  positions  and  reallocation  of  fixed  costs  related  to  IT  services 

•  Increased  funding  for  legal  fees  and  court  costs 

The  executive  has  requested  $100,000  over  the  biennium  for  increased  legal 

and  court  costs 

As  an  agency  with  fewer  than  20.00  FTE,  COPP  is  exempt  from  the 

requirement  to  submit  a  plan  to  reduce  base  expenditures  by  5% 

The  term  of  the  current  Commissioner  of  Political  Practices  is  due  to  expire  at 

the  end  of  calendar  year  2010 


Legislative  Action  Issues 


♦     Staff  has  provided  options  for  the  legislature  to  consider  in  dealing  with  the 
consistently  high  costs  of  legal  fees  and  court  costs 
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Agency  Discussion 


; 


Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.    As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the!  ^ 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o     Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  20 1 3  biennium. 


" 


' 


201 1  Biennium  Goals 

The  agency  did  not  have  any  goals  that  were  monitored  during  the  201 1  biennium. 

2013  Biennium  Goals 

During  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
to  consider  during  the  appropriation  process.  There  were  no  goals  chosen  by  the  legislature  for  monitoring  during  the 
upcoming  biennium. 

Agency  Over-view 

The  requested  budget  for  the  Commissioner  of  Political  Practices  grows  by  roughly  39%  from  the  previous  biennium. 
The  increase  is  due  to  three  factors: 

o     Statewide  present  law  adjustments 

o     One-time-only  and  non-base  expenditures  in  the  base  year 

o     Increased  funding  requested  for  legal  fees  and  court  costs 


The  statewide  present  law  adjustment  consists  of  increases  in  personal  services  and  operating  expenses.   The  personal | 
services  adjustment  fully  funds  an  administrative  assistant  position  that  was  unfilled  during  the  base  year.     The 
adjustment  of  $94,418  is  roughly  a  17%  increase  from  the  previous  biennium,  which  is  consistent  with  the  vacant 
position. 

The  other  component  of  the  statewide  present  law  adjustment  is  primarily  due  to  a  reallocation  of  the  fixed  cost  portion 
of  services  provided  by  the  Information  Technology  Services  Division  (ITSD)  of  the  Department  of  Administration. 
Over  the  past  few  biennia,  ITSD  has  been  implementing  a  full-cost  maturity  model  that  correctly  defines  the  total  costs 
of  a  product  and  services  delivered  so  that  agencies  are  charged  correctly  for  the  precise  services  they  are  using,  thus  I 
benchmarking  products  and  services  for  competitive  and  business  case  analysis.  The  statewide  result  of  this  reallocation 
is  a  net  reduction  of  specific  information  technology  and  professional  services,  but  small  agencies  such  as  the 
Commissioner  of  Political  Practices  are  realizing  large  increases  (224%  in  FY  20 1 2)  as  they  are  now  being  charged  for 
actual  cost  units  that  may  have  been  subsidized  by  larger  agencies  in  prior  biennia. 

Base  year  expenditures  were  made  from  appropriations  that  are  not  included  in  the  base  year  for  the  purposes  of  budget 
creation.  These  expenditures  were  $40,000  in  one-time-only  funding  for  legal  costs  and  $13,663  in  carry-forward 
authority  that  was  used  for  operating  expenses,  primarily  legal  fees  and  court  costs. 

The  executive  has  requested  an  additional  $50,000  annually  for  legal  fees  and  court  costs  to  deal  with  increases  in  costs, 
complexity,  and  case  backload  (see  decision  package  NP  320001  and  the  associated  LFD  issue  below). 

The  Commissioner  of  Political  Practices  is  an  appointed  position  with  a  six  year  term.  The  term  of  the  current 
commissioner,  Dennis  Unsworth,  will  expire  December  31,  2010.  He  is  not  eligible  to  serve  another  term.  The 
Governor  will  appoint  a  new  commissioner,  subject  to  confirmation  by  a  majority  of  the  Senate,  on  January  1,  201 1. 
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i%  Reduction  Plan 

■io  plan  is  included  because  statute  exempts  agencies  with  20  or  fewer  FTE  from  the  requirement  to  submit  a  5% 
eduction  plan. 

i 
funding 

i"he  following  table  summarizes  funding  for  the  agency,  by  source,  as  recommended  by  the  executive. 


Program  Funding  Table 
Administration 

Program  Funding 

Base             %  of  Base 
FY  2010            FY  2010 

Budget 
FY  2012 

%  of  Budget 
FY  2012 

Budget 
FY  201 3 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

433,817            100.0% 
433.817           100.0% 
433.817            100.0% 

571,855 
571.855 
571.855 

100.0% 
100.0% 
100.0% 

566,616 
566.616 
566.616 

100.0% 
100.0% 
100.0% 

The  Office  of  the  Commissioner  of  Political  Practices  is  funded  entirely  with  general  fund.  A  small  amount  of  revenue  is 
generated  from  nominal  fees  charged  for  printing  and  distribution,  as  well  as  civil  fines  for  violation  of  campaign  laws, 
toth  are  deposited  to  the  general  fund.  In  addition,  the  COPP  collects  a  $150  lobbyist  filing  fee  that  is  also  deposited 
nto  the  general  fund,  but  $100  of  this  amount  is  transferred  to  a  state  special  revenue  account  for  appropriation  to  the 
legislative  Services  Division  to  support  the  state  broadcasting  system  TVMT.  The  lobbyist  license  expires  at  the  end  of 
Jach  odd  numbered  year,  just  before  the  start  of  the  legislative  session.  The  total  amount  collected  by  the  agency  in  FY 
|:010  was  $38,436  with  $23,475  of  that  amount  being  transferred  to  the  TVMT  state  special  revenue  account. 


Judget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


udget  Summary  by  Category 
.■■udget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3  Fiscal  1 2- 1 3  of  Budget 


ase  Budget 

tatewide  PL  Adjustments 
ither  PL  Adjustments 
few  Proposals 

Total  Budget 


433,817 

88,038 

0 

50,000 

$571,855 


433,817 

82,799 

0 

50,000 


867,634 

170,837 

0 

100,000 


76.21% 

15.01% 

0.00% 

8.78% 


$566,616  $1,138,471 


433,817 

88,038 

0 

50,000 

$571,855 


433,817 

82,799 

0 

50,000 

$566,616 


867,634 

170,837 

0 

100,000 

$1,138,471 


76.21% 

15.01% 

0.00% 

8.78% 


P resent  Law  Adjustments 

lie  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
lems  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
lescriptions. 
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Present  Law  Adjustments 

:al2012- 

State 

Special 

General 
FTE                 Fund 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

47,082 

(31) 

40,987 

47,33( 

(28 

35,49$ 

Total  Statewide  Present  Law  Adjustments 

$88,038 

$0 

$0 

$88,038 

$82,799 

$0 

$0 

$82,794 

Grand  Total  All  Present  Law  Adjustments 

0.00             $88,038 

$0 

$0 

$88,038 

0.00 

$82,799 

$0 

$0 

$82,799 

Agency  Personal  Services  Narrative 

o    tV 

examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  agency  does  not  make  exceptions  to  the  pay  plan  that  they  have  implemented. 

o     Program  Specific  Obstacles  -  The  largest  difficulty  that  the  agency  experiences  related  to  recruiting  and 

retaining  employees  is  the  lack  of  a  career  track  within  the  agency  due  to  its  small  size.  The  entry  level  positions 

experience  a  great  deal  of  turnover  as  employees  leave  for  larger  agencies  with  greater  chances  for  career 

advancement, 
o     Vacancy  -  The  only  vacancy  that  the  agency  is  experiencing  is  the  turnover  in  the  entry  level  position  of 

administrative  assistant.  This  position  was  unfilled  during  the  base  year, 
o     Legislatively  Applied  Vacancy  Savings  -  Because  of  its  size,  6.0  FTE,  the  agency  is  not  subject  to  legislatively 

applied  vacancy  savings, 
o     Pay/Position  Changes  -  There  have  been  no  changes  to  pay  rates  or  positions, 
o     Retirements  -  The  agency  does  not  have  any  staff  eligible  to  retire  during  the  20 1 3  biennium. 


New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Program             FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  32001  -  Legal  Budget  Request 
01                  0.00 

Total                    0.00 

50,000 
$50,000 

0 
$0 

0 
$0 

50,000 
$50,000 

0.00 
0.00 

50,000 
$50,000 

0 
$0 

0 
$0 

50.0C 
$5O,0C 

DP  32001  -  Legal  Budget  Request  -  COPP  is  requesting  general  fund  to  increase  the  appropriation  for  legal  fees  to 
$135,214  each  year,  primarily  to  reduce  the  current  backlog  and  delays  in  case  resolution. 
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LFD 
ISSUE 


Consistently  High  Legal  Costs 


The  executive  is  requesting  an  increase  for  legal  fees  and  court  costs  in  each  year  of  the  biennium.  FY  20 1 0 
expenditures  totaled  $131,296.  Of  this  amount  $40,000  was  from  a  one-time-only  appropriation  and  $6,082 
'/as  from  a  FY  2008  carry- forward  appropriation.  Therefore,  base  expenditures  totaled  $85,214.  Should  the  legislature 
dopt  this  decision  package,  the  operating  expense  budget  for  the  agency  would  include  $135,214  annually  in  the 
ipcoming  biennium.  This  amount  is  4%  higher  than  the  four  year  average  for  fiscal  years  2007  to  2010.  The  agency  has 
'tated  that  increases  in  costs  and  complexity  of  lawsuits  and  investigation  of  complaints  continue  to  create  backlog  and 
elayed  resolutions  resulting  from  lack  of  funding.  According  to  COPP,  the  funds  in  the  executive  budget  would  reduce 
le  backlog  through  2009.  The  legislature  may  want  to  consider  the  option  of  designating  all  or  a  portion  of  the 
■equested  increase  as  one-time-only  as  was  done  in  the  prior  two  biennia  so  that  the  clearing  of  the  backload  of  cases 
oes  not  artificially  increase  the  base  budget  expenditures  for  the  agency. 


Options 


il 


1. 


«      3. 


Adopt  all  or  a  portion  of  the  decision  package  as  is,  allowing  the  agency  to  increase  its  base  level  of  expenditures 

due  to  the  continued  increase  in  legal  costs; 

Adopt  the  decision  package,  but  designate  all  or  a  portion  of  the  amount  one-time-only  to  allow  the  agency  to 

deal  with  its  current  backlog  of  cases,  but  not  increase  their  base  level  of  expenditures;  or 

Reject  or  reduce  the  amount  of  funding  requested. 


FD  Budget  Analysis 


A-67 


2013  Biennium 


3401  -  STATE  AUDITORS  OFFICE 


SUMMARY 


Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of  j 
funding. 


1 


Agency  Budget  Comparison 
Budget  Item 


Base 

Fiscal  2010 


Approp. 
Fiscal  2011 


Budget 
Fiscal  2012 


Budget 
Fiscal  20 13 


Biennium 
Fiscal  10-11 


Biennium 
Fiscal  12-13 


Biennium 
Change 


Biennium 
%  Change 


FTE 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Benefits  &  Claims 
Transfers 

Total  Costs 

State  Special 
Other 

Total  Funds 


82.50 

4,744,653 

1,743,953 

13,751 

10,253,392 

0 


82.50 

4,838,404 
2,658,289 

0 
11,498,655 

0 


84.50 

5,216,716 

2,797,663 

13,751 

11,194,769 

0 


84.50 

5,215,431 

2,454,027 

13,751 

11,194,769 

0 


82.50 

9,583,057 

4,402,242 

13,751 

21,752,047 

0 


84.50 

10,432,147 

5,251,690 

27,502 

22,389,538 

0 


$16,755,749        $18,995,348        $19,222,899 


$18,877,978        $35,751,097        $38,100,877 


16,755,749 
0 


18,995,348 
0 


19,222,899 
0 


18,877,978 
0 


35,751,097 
0 


38,100,877 
0 


$16,755,749        $18,995,348        $19,222,899 


$18,877,978        $35,751,097        $38,100,877 


2.00 

849,090 

849,448 

13,751 

637,491 

0 

$2,349,780 

2,349,780 
0 

$2349,780 


2.42 


19.30 

100.00 

2.93' 


6.57« 

6.57' 


" 


6.57' 


The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD 
include  the  FY  20 1 0  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


to 


Non-HB2  Funds 


Proprietary  -  $0.0 

FTE-0 

Statutory  Appropriations 

FTE-0 

General  Fund  -  $24.0M 

All  Funds -$0.0 


3401  State  Auditor's  Office 
Monica  Lindeen  x2040 

Total  FTE  82.50 
Total  General  Fund  $0.0 

Total  All  Funds  $16. 3M 


State  Land  Board  Staff 
Dave  Van  Nice* 


Deputy  State  Auditor 
Walter  Schweitzer  x2755 


01  Central  Services" 

Sharon  McCabe  x5438 

FTE  17.00 

General  Fund  $0.0 

All  Funds  $1.1M 


03  Insurance 

Robert  W.  Moon  x2041 

FTE  54.00 

General  Fund  $0.0 

All  Funds  $14  8M 


04  Securities 
Lynne  Egan  x4388 

FTE  11.50 

General  Fund  $0.0 

All  Funds  $0,8M 


"Elected  officials  included 


•  Supporting  FTE  included  in  administration 


A  portion  of  this  agency's  on-going  funding  does  not  appear  in  the  table  because  it  does  not  require  a  specific 
appropriation.  Further  information  is  provided  in  the  funding  section. 

Agency  Description 

The  Office  of  the  State  Auditor  is  authorized  under  Article  VI  of  the  Montana  Constitution.  The  State  Auditor  is  the  ex 
officio  Commissioner  of  Securities  and  Insurance  and  is  responsible  for  licensing  and  regulating  insurance  companies 
and  agents,  and  registering  and  regulating  securities  firms  and  representatives  that  transact  business  to  or  from  Montana. 
The  Commissioner  of  Securities  and  Insurance  adopts  rules  and  administers  reform  for  the  securities  and  insurance 
industries  operating  in  the  state.  The  Commissioner  also  serves  as  a  member  of  the  Land  Board  and  the  Crop  Hail 
Insurance  Board.  The  Office  of  the  State  Auditor  has  three  divisions:  Central  Services,  Insurance,  and  Securities. 
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"he  State  Auditor's  Office  (SAO)  is  also  responsible  to  pass  through  funding  for  local  police  and  firefighter  retirement 
rograms  (Municipal  Police  Officers'  Retirement  System,  Firefighters'  Unified  Retirement  System,  the  Volunteer  Fire 
ighters'  Compensation  Act,  local  fire  department  relief  associations,  municipalities  with  police  department  trust  funds, 
>nd  local  police  pension  funds  for  supplemental  benefits).  The  retirement  programs  are  funded  from  general  insurance 
J33-2-705,  MCA)  and  fire  insurance  premium  taxes  (50-3-109,  MCA)  -  $24  million  in  FY  2010.  Because  these  funds 
ire  statutorily  appropriated,  the  expenditures  are  not  included  in  the  general  appropriations  act. 

5 
i 

i"he  agency  consists  of  three  divisions  with  the  following  functions: 

o     The  Centralized  Management  Division  (17.00  FTE)  provides  management  and  administrative  services  for  the 

agency  including  agency  leadership,  accounting,  budgeting,  and  human  resources 
o     The  Insurance  Division  (54.00  FTE)  is  responsible  for  oversight  and  regulation  of  the  insurance  industry  in 

Montana 
o     The  Securities  Division  (11.50  FTE)  is  responsible  for  oversight  and  regulation  of  the  securities  industry  in 

Montana 


Igency  Highlights 


Office  of  the  State  Auditor 
Major  Budget  Highlights 


♦  The  State  Auditor's  Office  (SAO)  budget  request  increases  $2.3  million 
compared  to  the  201 1  biennium  due  primarily  to: 

•  $0.8  million  in  personal  services  to: 

o     Make  2.00  FTE  funded  from  one-time  funding  in  the  201 1 

biennium  permanent 
o     Annualize  pay  plan  health  insurance  increases  funded  by 

the  legislature  in  the  201 1  biennium 

•  $0.8  million  in  operating  cost  increases  for: 

o     Contracted     services     for     examinations     of    insurance 

companies 
o     In-house  administration  of  the  captive  insurance  industry 
o     Office  rent 

•  $0.6  million  net  increase  to  continue  the  Insure  Montana  base  level 
program  funding 

♦  Elected  Official  Proposal 

•  $6.0  million  in  tobacco  tax  health  and  Medicaid  initiatives  state 
special  revenue  to  continue  one-time  funding  to  expand  Insure 
Montana  (HB  258  -  2009  session) 
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Legislative  Action  Issues 


The  legislature  may  wish  to  consider  whether  and  how  to  monitor  SAO 
activities  related  to  implementation  of  federal  health  insurance  reform 
(Patient  Protection  and  Affordable  Care  Act  of  2010  -  PPACA)  during  the 
interim 

•  Implementation  of  federal  health  insurance  reform  is  identified  as  a 
critical  goal  by  the  SAO  as  well  as  the  Legislative  Finance 
Committee 

•  Development  of  the  health  insurance  exchange  design  must  be 
completed  and  submitted  to  the  U.S.  Department  of  Health  and 
Human  Services  by  January  1,  2013,  curtailing  the  opportunity  to 
review  the  submission  by  the  next  legislature  and  potentially  driving 
some  elements  of  the  20 1 5  biennium  budget  request 

•  Significant  cooperation  and  work  with  other  state  agencies  must  be 
undertaken  to  develop  the  health  insurance  exchange  design 

•  Implementation  of  a  new  function  to  review  and  approve  health 
insurance  rates  will  be  undertaken  if  LC  269  is  passed  and  approved 

The  legislature  may  wish  to  request  that  an  interim  legislative  committee 
review  how  Insure  Montana  can  be  integrated  into  federal  health  insurance 
exchanges  and  make  recommendations  to  the  2013  Legislature  including 
identification  of: 

•  Areas  of  duplication  between  the  state  and  federal  programs 

•  Types  of  efficiencies  that  might  be  achieved 
Interim  committee  recommendations 

•  The  Economic  Affairs  Committee  approved  several  bill  draft 
requests  made  by  the  SAO,  most  in  conjunction  with  federal  health 
care  reform 

•  The  Legislative  Finance  Committee  recommends  that  the  starting 
point  for  budget  deliberations  be  the  adjusted  base  minus  5% 


U 


«\ 


•■ 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o     Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request  | 
for  the  20 1 3  biennium. 

201 1  Biennium  Goals 

The  following  discussion  provides  an  update  of  the  goal  monitored  by  the  Legislative  Finance  Committee  during  the 
20 1 1  biennium. 

Goal:  Maximize  the  number  of  individuals  covered  (in  the  Insure  Montana  program)  with  the  given  funding. 

The  performance  measures  for  the  goal  were  gross  enrollment  and  cost  per  individual  covered. 


This  goal  and  performance  measure  are  included  as  part  of  the  more  detailed  discussion  in  the  Insurance  Division  budget  I 
request. 
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013  Biennium  Goals 

during  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
3  consider  during  the  appropriation  process.  The  identified  critical  goals  are: 

,ioal  1 :  Implement  and  comply  with  new  federal  health  insurance  laws. 

ioal  2:  Respond  to  and  resolve  consumer  complaints  against  insurance  entities  in  a  timely  fashion. 

Joal  3:  Make  investor  education  available  to  all  Montanans  through  investor  outreach,  publications,  public  service 

announcements,  and  formal  classroom  teaching. 

| 

iach  of  these  overarching  goals  is  reviewed  in  greater  detail  in  the  division  budget  discussions. 

kgency  Personal  Services  Narrative 

"he  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
flarity. 

o     Labor  Market  Experience  -  Although  hiring  pools  have  been  very  high,  qualified  applicants  were  not  available 

from  the  pool.  As  a  result  extensive  training  was  required  for  new  hires  in  order  for  the  duties  to  be  fulfilled, 
o  Pay  Philosophy  -  In  the  2013  biennium,  provided  funding  is  available,  SAO  will  attempt  to  place  new  hires  at 
80%  to  95%  of  market  depending  upon  experience  and  qualifications  of  the  applicant.  If  qualified  applicants  are 
not  available  SAO  will  provide  training  assignments  in  order  to  satisfy  the  needs  of  the  agency, 
o  Obstacles  -  At  this  time,  funding  is  the  main  obstacle  to  attracting  and  retaining  qualified  workers.  The  other 
obstacle  is  the  lack  of  qualified  applicants  in  the  specialized  areas  of  the  agency.  The  majority  of  the  positions 
in  this  agency  are  specialized  in  the  securities  and  insurance  professions;  as  a  result  it  is  difficult  to  hire  new 
employees  who  have  the  qualifications  required  to  fill  the  positions. 

agency  Overview 

;he  2013  biennium  SAO  budget  request  grows  $2.3  million  from  the  201 1  biennium.  About  $0.6  million  would  maintain 
lie  amount  appropriated  for  base  spending  for  Insure  Montana  funded  from  HB  2.  Personal  services  increases  fully  fund 
■\e  health  insurance  pay  plan  increase  funded  by  the  2009  Legislature  and  make  permanent  2.00  FTE  funded  from  one- 
me  appropriations.  Operating  cost  increases  primarily  fund  additional  examinations  of  insurance  and  securities 
ampanies. 

.s  discussed  below,  the  auditor  is  also  seeking  an  additional  $6.0  million  for  the  Insure  Montana  Program  to  reinstate 
ne-time-only  funds  included  in  HB  258  by  the  2009  Legislature. 

'ederal  Health  Insurance  Legislation  will  have  Major  Impacts  During  2013  Biennium 

jhe  first  critical  goal  recommended  for  consideration  by  the  Legislative  Finance  Committee  in  establishing  the  SAO 
iudget  for  the  2013  biennium  reflects  a  significant  component  of  the  SAO  interim  workload  to  implement  or  begin  the 
svelopment  of  key  components  of  the  Patient  Protection  and  Affordable  Care  Act  of  2010  (PPACA). 


II  summary,  the  major  near  term  impacts  of  PPACA  related  to  SAO  duties  and  the  timeline  for  implementation  are: 
o     Expansion  of  the  state  high  risk  insurance  pool  funded  by  a  $16.0  million  multiyear  federal  grant  awarded  to  the 

Montana  Comprehensive  Health  Association  (grant  submitted  by  SAO),  implemented  July  1,  2010 
o     Development  of  a  proposal  for  a  state  managed  health  insurance  exchange  (internet  based  computer  application 
where  people  can  compare  and  purchase  health  insurance)  with  general  authority  pending  passage  and  approval 
of  LC  270,  with  a  proposal  due  to  the  federal  government  for  review  by  January  1,  2013  and  implementation  on 
January  1,  2014,  funded  by  a  $1.0  million  federal  grant 
o     Implementation  of  SAO  authority  to  review  and  approve  major  health  insurance  rates,  effective  April  2011 
pending  passage  and  approval  of  LC  269,  funded  by  a  $1 .0  million  federal  grant 
ery  little  of  the  budget  request  is  tied  to  or  reflects  the  changes  necessary  to  implement  PPACA  since  the  federal  grants 
:ceived  to  date  have  been  added  by  budget  amendment  so  these  funds  are  not  included  in  base  expenditures.   Neither 
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does  the  budget  request  reflect  the  significant  changes  in  SAO  duties  included  in  bills  to  implement  PPACA  that  have  - 
been  proposed  by  SAO  and  requested  by  the  Economic  Affairs  Interim  Committee  (discussed  below  under  "Legislative] 
Committee  Bills  and  Legislation"). 

Interagency  Impacts 

PPACA  will  have  impacts  across  state  government  and  will  require  interagency  cooperation,  particularly  with  the! 
Department  of  Public  Health  and  Human  Services  (DPHHS),  to  implement  some  key  components.  For  instance, 
PPACA  requires  that  health  insurance  exchanges  be  able  to  determine  a  person's  eligibility  for  a  federal  tax  credit  to 
subsidize  the  cost  of  insurance  and  whether  a  person  who  is  not  blind,  disabled,  or  aged  is  eligible  for  Medicaid. 

PPACA  expands  and  simplifies  Medicaid  eligibility  by  tying  it  to  income  reported  on  federal  tax  forms.  It  is  not  clear 
whether  the  exchange  must  communicate  with  a  Medicaid  eligibility  system  administered  by  DPHHS  or  whether  the 
exchange  could  determine  Medicaid  eligibility  and  notify  the  DPHHS  system.  There  may  be  opportunities  to  streamline: 
state  administration  of  Medicaid  eligibility  depending  on  federal  guidance  regarding  insurance  exchanges. 

SAO  Duties 

The  legislature  will  consider  a  bill  requested  by  SAO  to  authorize  state  review  and  approval  of  health  insurance  rate 
changes.   The  new  process  will  be  implemented  during  the  2013  biennium.   PPACA  requires  states  to  provide  certain  ! 
health  insurance  rate  information  for  federal  consideration. 

Integration  of  Existing  State  Programs 

Some  state  programs  include  elements  of  PPACA.  For  instance,  Insure  Montana  (administered  by  SAO)  provides 
subsidies  for  insurance  premiums  and  tax  credits  for  small  employers  as  does  PPACA.  The  state  high  risk  insurance 
pool  provides  coverage  for  persons  with  pre-existing  health  conditions  and  when  health  insurance  exchanges  are 
implemented,  denial  of  coverage  for  pre-existing  exclusions  will  be  prohibited.  The  state  funds  premium  assistance  for 
low-income  seniors  to  help  them  purchase  Medicare  Part  D  drug  insurance  (Big  Sky  Rx  administered  by  DPHHS). 

20 1 5  Biennium  Budget  Impacts 

Most  likely,  there  will  be  proposals  related  to  PPACA  included  in  the  budget  request  considered  by  the  next  legislature. 
For  instance,  the  Medicaid  expansion  will  increase  the  number  of  persons  eligible  for  Medicaid,  but  the  cost  will  depend 
on  federal  guidelines,  yet  to  be  published,  establishing  the  medical  services  that  must  be  covered  and  which  expansion 
populations  are  eligible  for  enhanced  federal  Medicaid  funding.  At  this  point,  it  is  not  possible  to  estimate  the  fiscal 
impact  to  Montana  of  expanding  Medicaid. 


LFD 
ISSUE 


Legislative  Oversight  of  Implementation  of  PPACA 


Development  of  the  Montana  processes,  proposals,  and  cost  estimates  to  implement  major  components  of 
federal  health  insurance  reform  will  take  place  during  the  interim  between  the  20 1 1  and  20 1 3  legislative 
sessions.  A  very  significant  part  of  PPACA  -  the  health  insurance  exchange  -  must  be  designed  and  submitted  for 
federal  review  prior  to  the  convening  of  the  next  session.  The  legislature  may  consider  whether  it  would  desire  to 
monitor  and  review  the  processes  and  proposals  during  the  coming  interim 
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ISSUE  CONT. 


Monitoring  implementation  of  PPACA  during  the  interim  would  allow  legislators  to: 

o     Become  informed  about  changes  that  will  be  presented  for  consideration  by  the  2013 
Legislature  including  budget  impacts  for  new  administrative  requirements  and  services  expansions 
o     Potentially  influence  some  of  the  proposals,  including  policy  choices,  that  will  be  submitted 
for  federal  review  prior  to  the  next  legislative  session,  specifically  those  dealing  with  the  state  health  insurance 
exchange 

Insure  that  all  state  agencies  are  working  together  and  that  legislators  understand  potential  policy  choices  and  the 
reasons  underpinning  decisions 

Communicate  effectively  with  Montana's  congressional  delegation  if  the  legislative  oversight  body  has  concerns 
i 

if  the  legislature  wishes  to  monitor  implementation  of  components  of  PPACA  during  the  interim  it  could  consider 
lirecting  an  interim  committee  to  assume  the  task  or  forming  a  special  interim  committee. 

"he  legislature  could  consider  requesting  any  of  the  following  committees  to  assume  oversight  functions:  Economic 
Affairs;  Children,  Families,  Health  and  Human  Services;  or  the  Legislative  Finance  Committee.  Alternatively,  the 
pgislature  could  consider  a  special  committee  with  members  appointed  from  each  of  the  interim  committees  noted  or 
.equest  that  a  select  committee  be  established. 

)epending  on  the  option  chosen,  the  legislature  has  several  choices  in  how  it  would  implement  oversight.  It  could: 
o     Pass  an  interim  study  resolution 

o     Pass  a  bill  to  establish  a  temporary  select  committee  or  to  form  a  committee  from  members  of  selected  interim 
committees. 


."he  legislature  may  also  wish  to  consider  whether  to  fund  the  committee  separately  or  to  request  existing  committees 
and  the  work  from  existing  appropriations. 


"ommon  Purpose  Decision  Packages 

Bach  program  includes  a  request  to  increase  funding  for  rent  for  an  annual  increase  of  about  SI 40,000.  The  SAO 
squired  additional  space  and  negotiated  a  new  five-year  lease,  which  was  effective  in  February  2010.  The  2009 
legislature  appropriated  funds  in  the  201 1  biennium  for  these  purposes.  Figure  1  shows  the  FY  201 1  rent  appropriation 
|ompared  to  the  agency  request.  As  shown,  while  rent  is  higher  than  FY  2010  actual  expenditures,  it  is  $260,000  lower 
Ban  the  amount  authorized  by  the  2009  Legislature  when  it  approved  the  201 1  biennium  budget. 


Figure  1 


2013  Biennium  Rent  Compared  to  FY  10  Base 
Budget  and  FY  1 1  Appropriation 


Budget  Request/ Actual/  Expected  Annual 

Amount/Change Amount 


Budget  Request  ' 
FY  2010  Actual/Base* 
Present  Law  Increase 


$440,183 

300.313 

$139,870 


Expected  Annual  Amount**                           $698,008 
Budget  Request                                          440.183 
Savings  from  FY1 1  Appropriated  Level        ($257.825) 
*Rent  change  was  effective  late  in  FY10. 
**Ongoing  rent  is  lower  than  the  rent  increase 
approved  by  the  2009  Legislature. 
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Legislative  Committee  Bills  and  Recommendations 

The  Economic  Affairs  Interim  Committee  requested  the  following  bills  at 
the  request  of  the  SAO.  These  bills  implement  major  provisions  of  the 
federal  health  insurance  reforms  included  in  PPACA. 

LC  269  -  Provide  Insurance  Commissioner  Authority  to  Review  and 
Approve  Health  Insurance  Premiums  -  This  bill  would  give  the  SAO  the 
authority  to  review  and  approve  health  insurance  rates.  This  bill  would 
also  give  SAO  the  authority  to  collect,  review,  and  transmit  to  HHS  health 
insurance  rate  data  as  required  under  PPACA. 

LC  270  -  Create  a  State-Level  Health  Insurance  Exchange  -  This  bill 
would  give  the  SAO  general  authority  to  develop  a  state  health  insurance 
exchange  to  meet  the  requirements  of  PPACA.     The  bill  proposes  an 
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outline  for  governance  of  the  exchange,  as  well  as  the  powers,  duties  and  oversight  of  the  exchange  authority.  The  statej 
proposal  for  the  exchange  would  be  submitted  for  federal  review  January  1,  2013  with  anticipated  implementation) 
January  1,2014. 

LC  271  -  Revise  Health  Insurance  Laws  to  Meet  Minimum  Federal  Health  Insurance  Reforms  -  PPACA  enacted  market 
reforms  that  preempt  state  law.  This  law  would  amend  existing  health  insurance  statutes  to  comply  with  the  minimum 
federal  floor  of  consumer  protections,  so  that  the  State  of  Montana  can  retain  its  ability  to  be  the  primary  regulator  of 
private  health  insurance. 

LC  272  -  Create  State-level  External  Review  Process  for  Health  Insurance  -  This  bill  would  adopt  the  National 
Association  of  Insurance  Commissioners  (NAIC)  external  review  model  act.  The  model  language  was  incorporated  into 
PPACA  and  subsequent  federal  regulation  requires  health  plans  to  comply  with  external  review  processes  whereby  al 
consumer  can  seek  independent  medical  review  of  claims  denied  by  an  insurance  company  for  medical  necessity  reasons. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

Figure  2 


Total  5%  Reduction  Plan  State  Auditor1 

s  Office 

Included  and  Not  Included  in 

Executive 

Budget 

2013  Biennium 

General 

%        State  Special 

% 

Program/DP  Number/Description 

FTE 

Fund      o 

fTotal 

Revenue 

ofTotal 

Central  Management 

Not  Included  in  Executive  Budget 

Personal  Services  Reduction 

0.20 

$0 

n/a 

$10,778 

20.4% 

Insurance  Division 

Not  Included  in  Executive  Budget 

Travel  -  Insurance  -  Captives 

0.00 

$0 

n/a 

$1,029 

2.0% 

Securities  Division 

Not  Included  in  Executive  Budget 

Personal  Services  -  Securities 

0.35 

so 

n/a 

$20,580 

39.0% 

Travel  -  Securities 

0.00 

0 

n/a 

7,000 

13.3% 

Communications 

0.00 

0 

n/a 

737 

1.4% 

Contracted  Services  -  Securities 
Subtotal  Not  Included  in  Executive  Budget 

0.00 
0.35 

0 

so 

n/a 
n/a 

12.600 
$40,917 

23.9% 

77.6% 

Total  Reduction  Plan 

$0 

n/a 

$0 

0.0% 

Included  in  Executive  Budget 

Not  Included  in  Executive  Budget 

0.55 

0 

n/a 

$52,724 

100.0% 

Total  Agency  Reduction  Plan 

0.55 

m 

n/a 

$52.724 

100.0% 

Figure  2  shows  the  5%  reduction  plan  submitted  by  SAO,  which  includes  elimination  of  0.55  FTE  and  a  reduction  of 
$52,724  state  special  revenue  authority  each  year  of  the  biennium.  None  of  the  items  in  Figure  2  is  included  in  the 
Governor's  budget  request.  Each  of  the  items  included  in  the  5%  reduction  plan  is  discussed  in  the  division  budget 
narratives. 
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General  Fund  Impact  of  the  5%  Reduction  Plan  is  Less  than  $52,724 


The  SAO  reduction  plan  includes  reductions  to  costs  funded  from  two  state  special  revenue  accounts 
required  to  transfer  balances  to  the  general  fund  at  fiscal  year  end:   security  fees  and  the  5%  retained 
I  from  insurance  premiums  paid  by  captive  insurance  companies. 

;  A  portion  of  the  security  fee  revenues  identified  in  the  5%  reduction  plan  is  essentially  pass  through  funds  for 
j  examinations  of  securities  industry  personnel  and  firms.  The  SAO  administers  the  examination  and  is  reimbursed  for  the 

1  cost.  Reducing  pass  through  funds  will  not  result  in  a  higher  transfer  to  the  general  fund  at  fiscal  year  end. 

i 

■  LFD  staff  has  requested  that  SAO  provide  the  legislature  with  an  estimate  of  how  much  of  the  5%  plan  will  result  in 
;  additional  funds  being  transferred  to  the  general  fund.  The  legislature  can  consider  whether  to  request  options  that  would 
(  increase  the  transfer. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2013  Biennium  Budget 

Agency  Program 

State  Spec. 

Grand  Total 

Total  % 

01  Central  Management 

03  Insurance 

04  Securities 
Grand  Total 

$         2,463,095     $ 
33,527,248 
2,110,534 
S        38.100.877     S 

2,463,095 
33,527,248 

2,110,534 
38.100.877 

6.46% 

88.00% 

5.54% 

100.00% 

The  SAO  is  funded  entirely  from  state  special  revenue  in  the  general  appropriations  act.     The  source  of  funding, 
percentage  of  total  2013  biennium  budget  request,  and  functions  supported  are: 

o     Health  and  Medicaid  indicatives  tobacco  tax  revenue  (63%  of  total)  pays  for  premium  assistance  and  tax  credits 

to  help  small  employers  provide  group  health  insurance  to  their  employees 
o     Insurance  fees  such  as  registration/licensure  (26%  of  total)  pay  for  insurance  regulation  functions 
o     Security  fees  such  as  portfolio  filing  and  reimbursements  for  examinations  (6%  of  total)  pay  for  security 

regulation  functions 
o     Tobacco  settlement  funds  (4%  of  total)  pay  for  premium  assistance  for  low-income  persons  participating  the 

state  high  risk  health  insurance  pool  (Montana  Comprehensive  Health  Association) 
o     Captive  account  fees  (5%  of  the  premium  tax  collected  from  captive  insurers).  These  fees  (less  than  1%  of  total) 

pay  for  regulation  of  groups  formed  to  insure  a  specific  business  or  businesses 

|  Two  of  these  accounts  -  security  fees  and  captive  account  fees  -  must  transfer  balances  to  the  general  fund  at  fiscal  year 
end.  The  SAO  also  collects  other  fees  and  taxes  levied  on  the  insurance  industry  such  as  premium  taxes,  which  are 
transferred  to  the  general  fund  and  to  the  account  that  funds  the  Healthy  Montana  Kids  program  administered  by 
DPHHS,  and  which  are  passed  through  to  retirement  funds  for  local  police  and  firefighters. 

Tobacco  tax  health  and  Medicaid  initiatives  state  special  revenue  is  also  appropriated  to  DPHHS  to  support  Healthy 
Montana  Kids,  Medicaid  provider  rate  increases  and  service  expansions,  and  Big  Sky  Rx,  a  program  to  help  low-income 
Medicare  beneficiaries  pay  a  portion  of  Medicare  Part  D  drug  insurance.  The  total  funded  from  this  account  in  the 
]  executive  budget  proposal  is  discussed  in  the  Insurance  Division  budget  request  in  conjunction  with  Insure  Montana 
funding. 

In  addition  to  HB  2  appropriations,  the  SAO  received  about  $2.0  million  in  federal  funding  in  the  2011  biennium  to 
implement  portions  of  PPACA,  including  grants  to: 
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o     Review  health  insurance  rate  changes 
o     Design  a  state  health  insurance  exchange 

The  federal  grant  authority  was  added  through  the  interim  budget  amendment  process  and  will  not  be  reflected  in  the, 
budget  tables  that  track  spending  and  appropriations  from  the  general  appropriations  act. 

Statutory  Appropriations 

The  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
associated  policy. 


As  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1)  those  where  the 
agency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
operations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


Statutory  Appropriations 
State  Auditor's  Office 


Purpose 


MCA# 


Fund      Fiscal  Year    Fiscal  Year    Fiscal  Year 
Source  2010  2012*  2013* 


No  Direct  Bearing  on  Agency  Operations 

Transfers  from  taxes  on  portions  of  insurance 

premiums  for  the  following  retirement  systems  for    33-2-705  & 

municipal  police  officers  and  municipal  and  50-3- 109 

volunteer  firefiehters 


GF       $24,009,084    524,009,084    $24,009,084 


Elected  Official  Proposal 

The  SAO  budget  request  includes  one  elected  official  proposal,  which  is  not  included  in  the  Governor's  budget  request.! 
The  following  proposal  is  discussed  in  more  detail  in  the  Insurance  Division  budget  request. 

Insure  Montana  Authority  Increase  -  This  request  reinstates  $6.0  million  in  one-time  funding  for  Insure  Montana  that 
was  appropriated  in  HB  258  by  the  2009  Legislature.    Funds  are  from  the  tobacco  tax  health  and  Medicaid  initiatives j 
state  special  revenue  account  and  include  1 .00  FTE  to  administer  the  expansion  in  the  Insure  Montana  program. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


. General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012         Fiscal  20 13  Fiscal  12-13  of  Budget 


-Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 

of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


16,755,749 

334,090 

1,995,229 

137,831 

$19,222,899 


16,755,749 

297,319 

1,687,429 

137,481 

$18,877,978 


33,511,498 

631,409 

3,682,658 

275,312 

$38,100,877 


87? 
1.1 
9.1 
0. 
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'rogram  Budget  Comparison 

"he  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
unding. 


rogram  Budget  Comparison 
•udget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

TE 

17.00 

17.00 

17.00 

17.00 

17.00 

17.00 

0.00 

0.00% 

ersonal  Services 
iperating  Expenses 
quipment  &  Intangible  Assets 

946,396 

186,251 

2,800 

1,014,726 

314,056 

0 

1 ,024,703 

207,954 

2,800 

1,024,169 

200,669 

2,800 

1,961,122 

500,307 

2,800 

2,048,872 

408,623 

5,600 

87,750 

(91,684) 

2,800 

4.47% 
(18.33%) 
100.00% 

Total  Costs 

$1,135,447 

$1,328,782 

$1,235,457 

$1,227,638 

$2,464,229 

$2,463,095 

($1,134) 

(0.05%) 

tate  Special 

1,135,447 

1,328,782 

1,235,457 

1,227,638 

2,464,229 

2,463,095 

(1,134) 

(0.05%) 

Total  Funds 

$1,135,447 

$1,328,782 

$1,235,457 

$1,227,638 

$2,464,229 

$2,463,095 

($1,134) 

(0.05%) 

'rogram  Description 

"he  Central  Management  Division  is  responsible  for  the  administrative,  personnel,  budgeting,  and  accounting  functions 
or  the  State  Auditor's  Office.  The  division  also  provides  support  to  the  Commissioner  in  fulfilling  duties  as  a  member 
if  the  State  Land  Board  and  Crop  Hail  Insurance  Board. 

i 

i 

'rogram  Highlights 


Central  Management  Division 
Major  Budget  Highlights 


♦     The  difference  between  the  2011  biennium  and  the  2013  biennium  budget 
request  for  the  Central  Management  Division  is  negligible 

•  Personal  services  grow  due  to  fully  funding  all  positions  and  state 
health  plan  cost  increases  from  FY  2010  to  FY  201 1 

•  Operating  costs  decline  due  to  reductions  in  state  centralized 
services  costs  and  smaller  increases  in  rent  costs  compared  to  the  FY 
2011  appropriation 


j'rogram  Narrative 

.Tie  Central  Management  Division  20 1 3  biennium  budget  request  changes  very  little  compared  to  the  20 1 1  biennium. 
"The  most  significant  difference  is  between  the  base  budget  year  and  FY  2011.  Some  of  the  difference  between  those 
-iscal  years  is: 

o  An  increase  in  the  cost  of  office  space  that  was  delayed  until  late  FY  2010  and  ongoing  rent  costs  that  are  less 
than  the  FY  20 1 1  appropriation 

o     Vacancies  in  the  base  year  compared  to  fully  funding  positions  in  FY  20 1 1 

r%  Reduction  Plan 

jltarute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
ollowing  summarizes  the  plan  submitted  for  this  program. 

"here  is  a  table  in  the  agency  overview  that  summarizes  the  5%  reduction  plan  for  SAO.    There  is  one  proposal  for 
"entral  Management: 

o     Elimination  of  a  0.20  FTE  that  has  been  filled  intermittently 
"he  funds  supporting  the  0.20  FTE  are  from  security  fee  state  special  revenue.    Excess  funds  from  the  account  are 
"ansferred  to  the  general  fund  at  fiscal  year  end. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Central  Management 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000    Total  State  Special  Funds 

02235  Insurance  Fee  Account 
02283  Securities  Fee  Account 

Grand   Total 

$  1,135,447 
918,414 
217,033 

$  1.135.447.00 

100.0%  $  1,235,457 
80.9%  988,366 
19.1%                247,091 

100.0%     $  1.235.457.00 

100.0% 
80.0% 
20.0% 

100.0% 

$  1,227,638 
982,110 
245.528 

$  1.227.638.00 

100.0% 
80.0% 
20.0% 

100.0% 

The  Central  Management  Division  is  supported  solely  by  state  special  revenue  from  insurance  and  security  industry  fees. 
Insurance  fees  support  about  80%  percent  of  the  total  and  the  balance  is  from  security  fees. 

o     Insurance  fees,  listed  in  33-2-708,  MCA,   are  collected  from  insurance  companies  and  producers  to  operate  in 

Montana 

o     Security  fees  consist  of  portfolio  notice  filing  fees  collected  under  30-10-209(l)(d),MCA  and  examination  costs 
collected  under  30-10-210,  MCA 

Funds  remaining  in  the  securities  fees  state  special  revenue  account  at  fiscal  yearend  are  transferred  to  the  general  fund. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2         Fiscal  20 1 3        Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal2012         Fiscal2013        Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

so 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


1,135,447 

78,081 

21,929 

0 

$1,235,457 


1,135,447 

70,262 

21,929 

0 


2,270,894 

148,343 

43,858 

0 


92.20% 
6.02% 
1.78% 
0.00% 


$1,227,638  $2,463,095 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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resent  Law  Adjustments 

•1                                                          General 
FTE                   Fund 

FTE 

General 
Fund 

Fiscal  20 13 

State 
Special 

Federal 
Special 



Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

;rsonal  Services 
acancy  Savings 
iflation/Deflation 
ixed  Costs 

116,475 

(38,168) 

114 

(340) 

115,932 

(38,159) 

138 

(7,649) 

Total  Statewide  Present  Law  Adjustments 

$0 

$78,081 

$0 

$78,081 

$0 

$70,262 

$0 

$70,262 

P  101  -  Rent  Increase 

0.00                        0 

21,929 

0 

21,929 

0.00 

0 

21,929 

0 

21,929 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$21,929 

$0 

$21,929 

0.00 

$0 

$21,929 

$0 

$21,929 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$100,010 

$0 

$100,010 

0.00 

$0 

$92,191 

$0 

$92,191 

t'rogram  Personal  Services  Narrative 

h'he  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
xarnining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
larity. 
|     o     Pay  Plan  Exceptions  -  None  granted. 

o     Vacancy  -  This  program  doesn't  have  any  occupations  with  high  turnover  rates  or  high  rates  of  vacancies, 
o     Legislatively  Applied  Vacancy  Savings  -  The  agency  was  able  to  absorb  201 1  biennium  vacancy  savings  as  a 
result  of  vacant  positions  and  lower  personnel  expenditures  compared  to  budget  as  a  result  of  a  decrease  in 
longevity  with  the  new  administration, 
o     Retirements  -  The  program  doesn't  anticipate  any  retirements  in  the  201 3  biennium. 

;)P  101  -  Rent  Increase  -  In  February  2010  the  State  Auditor's  Office  entered  into  a  five  year  lease  for  office  space.    This 
squest  adds  $2 1 ,929  of  state  special  revenue  authority  each  fiscal  year  to  cover  the  increased  cost  of  the  lease.    Base 
]xpenditures  were  $65,579.  This  request  represents  a  33%  increase  in  rent,  but  is  lower  than  the  amount  anticipated  by 
he  2009  Legislature. 


LFD 
{COMMENT 


Agency  Wide  Rent  Increase 

The  SAO  rent  increase  is  discussed  in  the  agency  overview  because  it  affects  all  programs.  The  2013 
biennium  rent  increase  is  less  than  the  FY  201 1  appropriation  approved  by  the  2009  Legislature. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year, 

type  of  expenditure,  and  source  o 

funding. 

Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  201 1 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

54.00 

54.00 

55.00 

55.00 

54.00 

55.00 

1.00 

1.85°/i 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Benefits  &  Claims 
Transfers 

3,158,219 

1,376,367 

9,057 

10,253,392 

0 

3,148,162 
2,037,678 

0 
11,498,655 

0 

3,394,469 

2,331,826 

9,057 

11,194,769 

0 

3,392,475 

2,000,826 

9,057 

11,194,769 

0 

6,306,381 

3,414,045 

9,057 

21,752,047 

0 

6,786,944 

4,332,652 

18,114 

22,389,538 

0 

480,563 

918,607 

9,057 

637,491 

0 

7.62% 

26.91°/ 

100.00°' 

2.93°/ 

n/i 

Total  Costs 

$14,797,035 

$16,684,495 

$16,930,121 

$16,597,127 

$31,481330 

$33,527,248 

$2,045,718 

6.50°/, 

State  Special 
Other 

14,797,035 
0 

16,684,495 
0 

16,930,121 
0 

16,597,127 
0 

31,481,530 
0 

33,527,248 
0 

2,045,718 
0 

6.50% 
n/'i 

Total  Funds 

$14,797,035 

$16,684,495 

$16,930,121 

$16,597,127 

$31,481,530 

$33,527,248 

$2,045,718 

6.50°4 

Program  Description 

The  Insurance  Division  r< 

sgulates  the 

insurance  in 

dustry  in  Montana.   The  Policyhol 

der  Services 

Unit  is  re 

sponsible  fc 

resolving  insurance  consumer  inquiries  and  complaints  involving  agents,  coverage,  and  companies.  The  Examination 
Bureau  monitors  the  financial  solvency  of  insurance  companies,  collects  premium  taxes  and  company  fees,  and  audit 
insurance  company  annual  statements.  Also  housed  in  this  bureau  is  the  Captive  insurance  program,  which  promote! 
and  regulates  captive  insurers  in  the  state.  The  Rates  Bureau  and  the  Forms  Bureau  review  form  filings  and  rate  filings  tj 
ensure  compliance  with  the  applicable  insurance  code.  The  Licensing  Bureau  licenses  and  provides  continuin 
education  to  insurance  agents,  agencies,  and  adjustors.  The  Insure  Montana  Bureau  administers  the  Small  Busines 
Health  Insurance  Purchasing  Pool  and  Tax  Credit  program.  The  Legal  Unit,  which  serves  both  the  Insurance  an< 
Securities  Divisions,  provides  legal  support  to  the  divisions.  Investigations,  which  is  part  of  the  Legal  Unit,  researche 
code  and  rule  violations,  including  possible  criminal  violations,  and  recommends  referral  of  cases  to  county  attorneys  fo 
prosecution. 
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rogram  Highlights 


rogram  Narrative 

'oals  and  Objectives 
013  Biennium  Goal 


Insurance  Division 
Major  Budget  Highlights 


♦  The  Insurance  Division  2013  biennium  budget  request  grows  $2.0  million 
compared  to  the  20 1 1  budget  biennium  due  to: 

•  $0.6  million  net  change  to  continue  the  Insure  Montana  base  level 
program  funding 

•  $0.5  million  in  personal  services  to: 

o  Make  permanent  1.00  FTE  for  insurance  forms  review 
funded  from  one-time  funding  in  the  20 1 1  biennium 

o  Annualize  pay  plan  health  insurance  increases  funded  by 
the  legislature  in  the  20 1 1  biennium 

•  $0.9  million  in  operating  cost  changes  to: 

o     Examine  insurance  companies 

o      Annualize  the  cost  of  in-house  administration  of  surplus 

lines  insurance 
o     Fund  increases  in  office  rent 

♦  —  The  Insurance  Division  budget  request  also  includes  an  elected  official 

proposal  to  add  1.00  FTE  and  $6.0  million  in  tobacco  tax  health  and  Medicaid 
initiatives  state  special  revenue  to  continue  one-time  funding  to  expand  Insure 
Montana  (HB  258  -  2009  session) 


Major  LFD  Issues 


The  legislature  may  wish  to  establish  an  interim  process  to  determine  how  to 
integrate  the  Insure  Montana  program  with  federal  health  insurance  reform 
since  both  include  premium  subsidies  and  tax  credits  for  certain  small 
employers  to  provide  group  health  coverage  to  employees 
The  legislature  may  wish  to  evaluate  updated  Insure  Montana  enrollment  data 
to  determine  ongoing  costs  from  the  request  to  continue  one-time  funding  to 
expand  Insure  Montana 


he  Legislative  Finance  Committee  recommends  the  legislature  consider  the  following  critical  goal  and  performance 
ieasurement(s)  as  part  of  its  decisions  on  the  executive's  budget  requests  for  this  program. 

he  three  goals  recommended  by  the  LFC  were  proposed  by  the  SAO  are  noted  in  the  agency  overview.   Two  of  the 

oals  impact  the  Insurance  Division. 

I 

|oal  1 :  Implement  and  comply  with  new  federal  health  insurance  laws 

;rformance  Measures: 

fork  with  the  U.S.  Department  of  Health  and  Human  Services  (HHS)  to: 

o     Implement  available  grants  to  plan  a  state  health  exchange  network 

o     Provide  premium  rate  authority 
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o     Develop  a  consumer  education/complaint  system 

o     Administer  a  high  risk  health  insurance  pool  and  other  aspects  of  the  new  federal  laws 

Coordinate  work  to  implement  the  federal  health  insurance  laws  with  the  existing  health  care  network  and  Montana 
legislature 

o 

o     Goal  2:  Respond  to  and  resolve  consumer  complaints  against  insurance  entities  in  a  timely  fashion. 

Performance  Measure: 

Work  with  HHS  to  implement  available  grants  to  develop  and  expand  the  current  consumer  education/complaint 

programs  and  complaint  system  to  respond  to  customers  in  a  timely  fashion 

2011  BienniumGoal 

The  LFC  reviewed  the  following  goal  related  to  the  Insure  Montana  program  during  the  2011  biennium  interim  and 

recommended  that  the  appropriations  subcommittee  review  the  information  related  to  the  goal  during  its  proceedings. 

Goal:  Maximize  the  number  of  individuals  enrolled  (in  Insure  Montana)  with  the  given  funding 

The  LFC  requested  that  SAO  provide  the  following  information  to  the  appropriations  subcommittee: 

o     How  does  the  new  federal  health  reform  legislation  impact  these  programs?  How  does  the  new  federal  tax  credit 

for  small  businesses  compare  with  tax  credits  funded  under  the  Insure  Montana  Program? 
o     What  is  the  change  in  cost  per  person  enrolled  in  the  system  over  the  lifetime  of  the  program? 
o     What  eligibility  criteria  have  been  in  place  during  the  history  of  the  program  and  how  and  when  have  eligibility 

changes  been  implemented? 
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Enrollment  in  Insure  Montana 

The  Insure  Montana  program  is  discussed  in  greater  detail  in  the  budget  request  discussion. 
Information  related  to  the  20 1 1  biennium  goals  is  presented  in  that  discussion. 


LFD 
ISSUE 


Integrating  Insure  Montana  into  Federal  Health  Insurance  Reform  and  Fund  Balance  Issue 


The  Patient  Protection  and  Affordable  Care  Act  of  2010  includes  elements  similar  to  the  Insure  Montana 
program  such  as  a  tax  credit  for  small  employers  (effective  for  tax  year  2010)  and  premium  assistance  foi 
persons  with  incomes  under  400%  of  the  federal  poverty  level  ($88,200  for  a  family  of  four)  effective  January  2014.  As 
noted  in  the  agency  overview,  the  legislature  may  wish  to  devise  a  strategy  to  monitor  implementation  of  the  federa 
changes  and  determine  whether  to  continue  the  Insure  Montana  program  as  it  is  currently  constituted  or  make  changes  to 
the  state  program. 

The  tobacco  tax  health  and  Medicaid  initiatives  state  special  revenue  supporting  Insure  Montana  also  funds  services 
administered  by  the  Department  of  Public  Health  and  Human  Services,  including  Healthy  Montana  Kids,  Big  Sky  Rx 
(premium  assistance  for  low-income  seniors  to  purchase  Medicare  Part  D  prescription  drugs),  and  some  Medicaid  and 
state  funded  mental  health  services.  The  account  balance  is  projected  to  be  sufficient  ($5.7  million  ending  balance)  to 
continue  funding  for  all  programs  supported  by  health  and  Medicaid  initiatives  state  special  revenue  through  the  end  of 
FY  2013,  including  the  SAO  elected  official  proposal.  A  table  showing  the  expected  revenues  and  executive  budget 
request  from  the  account  is  included  in  the  DPHHS  agency  overview. 
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legislative  Performance  Audit 

fhe  Legislative  Audit  Division  (LAD)  completed  and  presented  a  performance  audit  of  the  Insure  Montana  program  in 
December  2010.  The  audit  was  not  published  until  after  the  budget  analysis  was  completed.  However,  the  audit  findings 
jid  recommendations  will  be  presented  for  legislative  consideration  during  joint  appropriation  subcommittee  hearings. 

>%  Reduction  Plan 

itatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
following  summarizes  the  plan  submitted  for  this  program. 
I 

Chere  is  one  item  for  this  division  included  in  the  5%  reduction  plan,  which  is  summarized  in  the  table  in  the  agency 
iverview.  The  item  reduces  state  special  revenue  security  fees  and  insurance  fees: 
o     Personal  services  -  eliminate  0.20  FTE  -  $10,778 


Che  5%  reduction  plan  notes  that  this  FTE  has  been  filled  intermittently, 
ixisting  employees. 


Eliminating  the  FTE  would  shift  work  to 


LFD 
COMMENT 


Ldopts  this  item. 


Funding  of  0.20  FTE 

LFD  staff  has  requested  specific  funding  information  for  this  FTE.   If  it  is  supported  by  security  fee 
state  special  revenue,  and  would  therefore  increase  the  transfer  to  the  general  fund  if  the  legislature 


discussion  of  Budget  Request 

Tie  2013  biennium  budget  request  is  $2.0  million  higher  than  the  201 1  biennium  budget.  The  budget  request  includes 
i.00  FTE  to  continue  timely  review  of  insurance  form  reviews  funded  from  a  one-time  appropriation  in  the  2011 
)iennium.  The  majority  of  the  increase  in  total  funding  is  due  to  reinstate  FEB  2  base  funding  to  continue  Insure  Montana 
it  the  level  appropriated  by  the  2009  Legislature.  Other  items  include  increases  in  funding  for  insurance  examinations 
nd  rent  costs. 


lected  Official  Proposal 

phis  division  budget  request  also  includes  a  elected  official  proposal  to  continue  $6.0  million  in  one-time  funding  for 
insure  Montana  appropriated  in  HB  258  by  the  2009  Legislature.  One-time  funding  is  removed  from  the  base  budget, 
llie  request  includes  funding  for  1.00  FTE  to  administer 
Ihe  expansion  of  the  Insure  Montana  program. 


Figure  3 


insure  Montana  -  Enrollment  and  Benefits  Cost 

Tie  single  largest  expenditure  in  this  division  is  for  Insure 
Montana,  a  program  that  provides  subsidies  to  small 
•Imployers  that  provide  group  health  insurance  to 
■'mployees  who  earn  less  than  $75,000  per  year.  Figure  3 
chows  the  average  annual  number  of  businesses  enrolled 
■  y  fiscal  year  through  October  15,  2010.  Total  enrollment 
liore  than  doubled  from  its  start  in  FY  2006  with  841 

articipating  employers  to  1,696  in  mid  October  2010. 
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Insure  Montana  has  two  basic  types  of  subsidies  to  small  employers: 

o     Premium  assistance  to  purchase  group  coverage  through  a  pool  or  a  qualified  association  plan 
o     Refundable  state  income  tax  subsidies  for  part  of  the  cost  of  employer  provided  group  insurance 

The  program  received  an  ongoing,  base  appropriation  in  HB  2  for  subsidies  ($10.6  million  each  year  of  the  biennium) 
and  one-time  appropriations  in  HB  258  ($3.0  million  each  year  of  the  biennium).    Statute  (33-22-2008(3)(a),  MCA 
directs  that  not  more  than  95%  of  the  appropriation  for  Insure  Montana  be  expended  in  each  fiscal  year.  In  FY  2010,  the 
base  level  appropriations  supported: 

o     833  businesses  participating  in  the  purchasing  pool/association  plans  ($5.6  million  expended) 

o     751  businesses  receiving  state  income  tax  credits  ($3.8  million  expended) 

The  amount  spent  and  businesses  supported  from  the  one-time  appropriation  in  FY  2010  from  HB  258  were: 
o     4  businesses  participated  in  the  purchasing  pool/association  plans  ($22,092  total  expended) 
o     97  businesses  received  state  income  tax  credits  ($514,729  total  expended) 

2011  Biennium  Goal  -  Enrollment  Levels 

One  of  the  201 1  biennium  goals  tracked  by  the  LFC  was  maximizing  enrollment  in  Insure  Montana.  Because  so  little  of 
the  $3.0  million  HB  258  appropriation  was  expended  in  FY  2010,  enrollment  was  not  as  high  as  it  could  have  been 
Figure  4  shows  Insure  Montana  enrollment  levels  funded  by  HB  2  and  HB  258  by  major  program  component  for  FY 
2010  and  as  of  October  15,  2010. 

Figure  4 


' 


Insure  Montana  -  Businesses  in  Base  Program  and 
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There  are  several  reasons  HB  258  expenditures  were  low  in  FY  2010: 

o     Businesses  supported  with  base  level  HB  2  funding  discontinued  participation  in  the  program  at  higher  numbers 
than  anticipated  due  to: 

•  Increasing  cost  of  insurance 

•  Challenging  economic  conditions  for  small  employers 

•  Switching  dependent  children  from  Insure  Montana  to  the  Healthy  Montana  Kids  (HMK)  program 
due  to  raising  financial  eligibility  for  HMK 

•  Barring  subsidies  for  the  cost  of  insurance  for  a  business  owner  who  earned  more  than  $75,000 

•  Implementing  audits  of  income  eligibility  for  employees 

•  Changing  employment  levels  for  participating  employers 

o     Take  up  rates  for  participation  in  the  premium  subsidy  expansion  were  much  lower  than  anticipated 
o     Confusion  about  the  program  services,  including  lack  of  knowledge  about  the  program 
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LFD 
i  ISSUE 


FY  201 1  Estimated  Spending  from  HB  258  Appropriation  and  Legislative  Action  Regarding  Elected  Official 
Request  to  Continue  One-Time  Appropriation 


LFD  staff  has  requested  that  the  SAO  update  FY  2011  enrollment  and  spending  projections  for  Insure 
Montana  for  presentation  to  the  General  Government  Joint  Appropriations  Subcommittee  so  that  decision  parameters  are 
>etter  known. 

The  legislature  can  evaluate  current  enrollment  in  Insure  Montana  to  determine  whether  to  continue  all,  a  portion  of,  or 
tone  of  the  one-time  funding  from  HB  258. 

JTJ)  staff  asked  what  recommendations  the  SAO  would  have  to  reduce  Insure  Montana  if  the  one-time  funding  were  not 
;ontinued  in  the  2013  biennium.  Since  the  SAO  is  recommending  continuation  of  the  funding,  it  did  not  provide 
ecommendations.  The  legislature  may  wish  to  know  how  program  enrollment  or  costs  could  be  reduced  with  the  least 
mpact  to  participating  employers  if  the  funding  is  not  continued.  It  could  consider  the  following  options  during 
appropriations  subcommittee  action: 

3 

-;      1 .    Ask  the  SAO  if  it  has  a  preferred  option  and  if  so  to  describe  it. 

'•      2.    Ask  the  SAO  to  provide  the  pros  and  cons  of  the  following  strategies: 

a.  Reducing  enrollment  by  natural  attrition  from  the  program 

b.  Reducing  the  amount  of  purchasing  pool  assistance  and  tax  credit  provided  proportional  to  the  cost  of 
projected  enrollment  compared  to  the  appropriation 

c.  Discontinuing  enrollment  for  the  businesses  most  recently  added. 

r 

< 

nsure  Montana  -  Operating  Cost 

\bout  $664,000  was  spent  on  direct  administrative  costs  for  the  Insure  Montana  program  -  7%  of  base  level 
xpenditures. 


ILFD 
!ISSUE 


Operating  Cost  Reduction 


SAO  staff  noted  at  an  Insure  Montana  advisory  council  meeting  in  October  20 1 0  that  contracted  services  for 
system  development  costs  will  be  reduced  from  the  projected  level  of  $439,000  in  the  2013  biennium.  This 
'.ecision  is  not  reflected  in  the  agency  budget  submission,  and  no  decision  had  been  made  at  the  time  of  this  writing.  The 
bgislature  may  wish  to  ask  how  much  the  system  development  budget  will  be  reduced  and  whether  funds  could  be  used 
p  other  ways  such  as  increasing  premium  subsidies  or  tax  credits.  The  legislature  could  also  consider  reducing  the 
rogram  appropriation  by  that  amount  or  a  portion  of  the  amount. 

Ugh  Risk  Pools 

jlie  Insurance  Division  also  provides  funding  for  two  programs  administered  by  the  state  high  risk  health  insurance  pool 

[  the  Montana  Comprehensive  Health  Association  (MCHA): 

o     The  premium  assistance  plan  funded  from  tobacco  settlement  funds  and  premium  payments 

o     Montana  Affordable  Care  Plan  (MAC),  funded  from  a  grant  through  the  Patient  Protection  and  Affordable  Care 

<i  Act  of  2010  (federal  health  insurance  reform)  and  premium  payments 

;ne  MCHA  premium  assistance  appropriation  from  tobacco  settlement  funds  is  funded  in  HB  2,  while  the  MAC 
ppropriation  was  provided  by  a  federal  grant,  which  passed  through  to  MCHA. 
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MCHA  Premium  Assistance 

Enrollment  in  premium  assistance  MCHA  plan  supported  by  state  special  revenue  funds  was  284  during  FY  2010  wit 
an  average  annual  cost  per  enrollee  of  $3,259.  Base  expenditures  for  the  program  were  $925,563  and  enrollment  in  th< 
plan  is  capped.  The  2013  biennium  budget  request  continues  FY  2010  funding  without  a  change. 
In  order  to  participate  in  MCHA  premium  assistance  plan,  a  person  must: 

o     Be  a  Montana  resident 

o     Have  income  below  150%  of  the  federal  poverty  level  ($33,075  for  a  family  of  four  in  2010) 

o     Been  rejected  or  offered  a  restrictive  rider  by  two  insurers  within  the  last  six  months  or  have  certain  specifies 
major  illnesses 

o     Be  paying  more  than  1 50%  of  the  average  premium  rate  used  to  calculate  MCHA  premium  rates  for  comparabli 
coverage 

Premium  assistance  supports  45%  of  the  cost.  Premium  and  co-pay  amounts  vary  by  type  of  plan  selected  and  the  age  o 
the  participant.  After  deducting  the  subsidy,  the  premium  rate  varies  from  a  low  of  $1 17  per  month  for  persons  0  to  17  t( 
a  high  of  $624  per  month  for  persons  over  64.  There  are  also  Medicare  carve  out  plans  with  lower  premiums. 

MAC 

PPACA  included  federal  grants  to  establish  high  risk  pools  in  states  without  programs  and  to  add  additional  funds  t< 
existing  state  programs.  The  federal  grant  program  has  different  eligibility  criteria  than  other  plans  administered  b; 
MCHA,  including  the  premium  assistance  plan. 

The  MAC  program  is  funded  from  premium  payments  and  a  $16.0  million  federal  grant  that  supports  program  costs  unti 
the  health  insurance  exchanges  are  activated  January  1,  2014.  MAC  began  accepting  applications  July  1,  2010  wit] 
coverage  in  place  August  1.  As  of  November  1,  156  persons  were  enrolled.  The  planned  grant  expenditures  an* 
enrollment  for  MAC  by  plan  year  (calendar  year)  are: 

1 .  Plan  year  20 1 0  -  $  1 80,000  in  expenditures  for  August  -  December 

2.  Plan  year  20 1 1  -  enrollment  of  250  and  $2.2  million  in  expenditures 

3.  Plan  year  2012  -  enrollment  of  410  and  $4.6  million  in  expenditures 

4.  Plan  year  2013  -  continue  maximum  enrollment  of  410  and  $7.2  million  in  expenditures  with  balance  of  th 
grant  to  pay  claims  that  are  incurred  but  not  reported 

Federal  funding  is  capped  and  may  not  be  increased  if  states  run  out  of  funds  for  the  federally  supported  high  risk  pooh 
Montana  grant  expenditures  and  enrollment  levels  could  change  depending  on  claims  experience  and  medical  inflation. 

Funding  will  be  used  on  a  first  come,  first  serve  basis.  To  qualify,  an  individual  must: 
o     Be  a  citizen  or  national  of  the  United  States,  or  lawfully  present, 
o     Be  a  Montana  resident 
o     Have  a  preexisting  medical  condition 
o     Have  been  uninsured  for  at  least  6  months  before  applying  for  the  federal  program 

Costs  are  based  on  a  person's  age  and  for  plan  year  2010  range  from  a  monthly  premium  of: 
o     $  1 90  for  a  person  under  1 8 
o     $6 1 5  for  a  person  over  65 

When  federal  funding  for  MAC  is  exhausted,  persons  may  continue  coverage  through  the  MCHA  and  must  pay  the  fu 
premium. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  b 
the  Governor. 
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Program  Funding  Table 

Insurance 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

020OO    Total  State  Special  Funds 

$ 

14,797,035 

100.0% 

s 

16,930,121 

100.0% 

S 

16,597,127 

100.0% 

02235  Insurance  Fee  Account 

3,858,696 

26.1% 

4,983,972 

29.4% 

4,644,718 

28.0% 

02528  Captive  Account 

20,577 

0.1% 

53,000 

0.3% 

61,000 

0.4% 

02769  Health  Insurance  Premium  Assistant 

5,746,420 

38.8% 

6,580,552 

38.9% 

6,579,508 

39.6% 

02770  Health  Insurance  Tax  Credits 

435,779 

28.7% 

4387,034 

25.9% 

4386338 

26.4% 

02789  6901-Chip/Mcha  Tobacco  Sett  Fd 

925,563 

6.3% 

925,563 

5.5% 

925,563 

5.6% 

Grand   Total 

S 

14.797.035 

1000% 

$ 

16.930.121 

100.0% 

S 

16.597.127 

100.0% 

"he  Insurance  Division  is  funded  from  three  state  special  revenue  sources: 

o     Insurance  licensure  fees,  examination  fees,  and  penalties,  which  fund  program  functions  related  to  insurance 

regulation 
o     Health  and  Medicaid  initiatives  (tobacco  taxes),  which  funds  the  Insure  Montana  program 
o     Tobacco  settlement  revenues,  which  supports  premium  subsidies  for  coverage  through  the  MCHA 

Judget  Summary'  by  Category 

."he  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


udget  Summary  by  Category 

i 
udget  Item 


-General  Fund- 


Budget 
Fiscal  2012 


Budget 
Fiscal  20 13 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Total  Funds 

Budget  Budget  Biennium 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13 


Percent 
of  Budget 


lasel 

atewide  PL  Adjustments 
ther  PL  Adjustments 
ew  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


14,797,035 

186,737 

1,900,560 

45,789 


14,797,035 

161,650 

1,592,760 

45,682 


29,594,070 

348,387 

3,493,320 

91,471 


88.27% 
1.04% 

10.42% 
0.27% 


516,930,121         $16,597,127        $33,527,248 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thesi 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativi 
descriptions. 


Present  Law  Adjustments 

Fisc?'  ">' 

„      pic 

General 

State 

Federal 

Total 

General 

State 

Federal 

..  ..  . 

Total 

FTE                   Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

329,987 

328,0: 

Vacancy  Savings 

(139,526) 

(139,44 

Inflation/Deflation 

1,610 

1,7. 

Fixed  Costs 

(5,334) 

(28,63 

Total  Statewide  Present  Law  Adjustments 

$0 

$186,737 

$0 

$186,737 

$0 

$161,650 

$0 

$161,6: 

DP  301  -Rent  Increase 

0.00                        0 

86,593 

0 

86,593 

0.00 

0 

86,593 

0 

86,5' 

DP  302  -  Insure  Montana  Present  Law  Request 

0.00                        0 

956,596 

0 

956,596 

0.00 

0 

956,596 

0 

956,5! 

DP  305  -  Contract  Examinations  -  Biennial 

0.00                        0 

747,605 

0 

747,605 

0.00 

0 

435,605 

0 

435,6( 

DP  306  -  Financial  Regulation  -  Captive  Insurance  Companies 

0.00                        0 

32,630 

0 

32,630 

0.00 

0 

28,830 

0 

28,8! 

DP  307  -  Financial  Regulation  of  Insurance  Companie 

0.00                        0 

10,713 

0 

10,713 

0.00 

0 

10,713 

0 

10,7; 

DP  308  -  Captives  Insurance  Regulatory  and  Supervision 

0.00                        0 

32,423 

0 

32,423 

0.00 

0 

40,423 

0 

40,4: 

DP  309  -  Establish  Surplus  Lines  Regulation  In-House 

0.00                        0 

34,000 

0 

34,000 

0.00 

0 

34,000 

0 

34,0( 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$1,900,560 

$0 

$1,900,560 

0.00 

$0 

$1392,760 

$0 

$1,592,7( 

Grand  Total  All  Present  Law  Adjustments 

0.00                        $0 

$2,087,297 

SO 

$2,087,297 

0.00 

$0 

$1,754,410 

$0 

$1,754,4, 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  whet 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/oi 
clarity. 

o     Program  Specific  Obstacles  -  Funding  (specifically  the  restrictions  of  the  pay  plan)  is  the  main  obstacle  foi 

attracting  and  retaining  qualified  workers.  Since  the  program  is  specialized  to  insurance  or  securities  professions. 

qualified  applicants  are  limited  and  training  has  to  be  provided  in  order  to  have  qualified  applicants  to  meet  the 

mission  of  the  agency, 
o     Vacancy  -  This  program  doesn't  have  any  occupations  with  high  turnover  rates  or  high  rates  of  vacancy, 
o     Legislatively  Applied  Vacancy  Savings  -  The  agency  was  able  to  absorb  the  vacancy  savings  as  a  result  of 

vacant  positions  during  the  fiscal  year  and  lower  personnel  expenditures  compared  to  budget  as  a  result  of  a 

decrease  in  longevity,  with  the  new  administration, 
o     Retirements  -  The  program  has  four  employees  available  for  full  retirement  at  a  cost  of  approximately  $85,000. 

At  this  time  if  the  four  employees  retire,  the  impact  on  the  program  will  be  substantial.    The  employees  are 

expert  in  their  fields  and  have  many  years  of  experience.   Before  that  time  comes,  the  agency  will  develop  vast 

recruitment  options  to  enable  filling  these  key  positions  and  plan  to  provide  training  assignments  wheri 

necessary. 


DP  301  -  Rent  Increase  -  In  February  2010  the  State  Auditor's  Office  entered  into  a  five  year  lease  for  office  space. 


Th.s 
Base 


request  adds  $86,593  of  state  special  revenue  authority  each  fiscal  year  to  cover  the  increased  cost  of  the  lease 
expenditures  were  $183,962.  This  request  increases  rent  costs  by  47%,  but  2013  biennium  costs  are  lower  than  the  FY 
20 1 1  appropriation  approved  by  the  2009  Legislature. 
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Agency  Wide  Rent  Increase 

The  SAO  rent  increase  is  discussed  in  the  agency  overview  because  it  affects  all  programs. 


)P  302  -  Insure  Montana  Present  Law  Request  -  This  request  adds  $1.9  million  of  health  and  Medicaid  initiatives 
obacco  tax  state  special  revenue  over  the  biennium  for  the  Insure  Montana  program  to  restore  the  funding  to  the  level 
ppropriated  in  HB  2.  Base  expenditures  were  $9.3  million,  not  including  about  $540,000  from  the  one-time 
jppropriation  in  HB  258.  The  program  spent  approximately  91%  of  the  appropriated  base  budget  in  FY  2010  and 
■nticipates  expending  95%  of  the  FY  2011  appropriation  (  33-22-2008(3)(a)MCA  limits  expenditures  to  not  more  than 
v5%  of  the  appropriated  budget). 


LFD 
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Appropriation  and  Spending  Levels  with  the  95%  Statutory  Restriction 


If  the  legislature  approves  this  request,  the  total  appropriation  (base  expenditures  plus  this  decision 
package)  for  Insure  Montana  benefits  would  be  $10.3  million,  resulting  in  total  potential  expenditures 

f  $9.8  due  to  the  95%  statutory  limit.    This  amount  would  represent  a  potential  net  increase  above  HB  2  base 

xpenditures  of  $0.5  million  annually. 

|  the  legislature  does  not  approve  this  decision  package,  the  total  appropriation  budgeted  for  benefits  would  be  $9.3 
lillion,  resulting  in  expenditures  no  greater  than  $8.9  million.  This  amount  would  represent  a  decrease  from  current  HB 
base  expenditures  of  $0.5  million  annually. 


J 

j)P  305  -  Contract  Examinations  -  Biennial  -  According  to  33-1-401,  MCA,  "The  commissioner  shall  examine  the 
ffairs,  transactions,  accounts,  records,  and  assets  of  each  authorized  insurer  as  often  as  the  commissioner  considers 
advisable.  The  commissioner  shall  examine  each  authorized  insurer  not  less  frequently  than  every  5  years." 

Additional  state  special  revenue  fund  authority  is  requested  to  perform  additional  financial  examinations  on  insurers.  In 
•lis  biennium  SAO  plans  to  examine  Allegiance,  New  West,  Attorney's  Liability  Protection  Society,  two  multiple 
(mployer  welfare  arrangements  companies,  Victory,  Great  West,  and  other  companies  deemed  necessary  by  the 
Commissioner. 

i 

additional  state  special  revenue  fund  authority  is  also  requested  to  perform  market  conduct  exams  on  the  domiciled 
usurers.  In  this  biennium  SAO  plans  to  examine  the  largest  health  insurer,  Blue  Cross  Blue  Shield,  as  well  as 
jdlegiance  Life  and  Health  Insurance  Company,  and  Farmers  Union  Mutual. 

,  'he  cost  of  examinations  is  paid  by  the  companies  being  examined. 

>P  306  -  Financial  Regulation  -  Captive  Insurance  Companies  -  Additional  state  special  revenue  authority  is  requested  to 
^gulate  captive  insurers,  which  are  also  subject  to  the  requirements  of  33-1-401,  MCA,  noted  in  the  previous  request. 

iji  FY  2012,  four  risk  retention  group  companies  and  eight  pure  captive  companies  would  be  examined  and  in  FY  2013, 
ijiree  risk  retention  group  companies  and  eight  pure  captive  companies  would  be  examined. 

jhe  cost  of  travel  will  be  reimbursed  by  the  companies  being  examined 

>P  307  -  Financial  Regulation  of  Insurance  Companies  -  Additional  state  special  revenue  authority  is  requested  to 


tamine  insurance  companies  conducting  business  in  Montana.   The  primary  focus  is  on  solvency  and  claims  payment 
sility  of  the  companies. 
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In  FY  2012  and  FY  2013,  three  farm  mutual  companies  and  one  multiple  employer  welfare  arrangement  company  wouk 
be  examined  annually.  The  examinations  are  performed  by  employees  and  the  cost  of  travel  is  charged  to  the  companies 
being  examined. 

DP  308  -  Captives  Insurance  Regulatory  and  Supervision  -  Additional  state  special  revenue  authority  is  requested  td 
provide  the  financial  means  for  the  commissioner  to  administer  the  requirements  of  33-28-120,  MCA,  which  established 
a  captive  insurance  regulatory  and  supervision  account.  The  purpose  of  the  captive  account  is  to  provide  the  financial 
means  for  the  commissioner  to  administer  the  captive  insurance  program  and  for  reimbursement  of  reasonable  expenses 
incurred  in  promoting  the  program.  The  account  is  funded  through  retention  of  5%  of  the  premium  tax  collected  frorr 
captive  insurance  companies  and  all  fees.  The  increase  requested  is  reflective  of  the  estimated  growth  in  the  captive 
insurance  program  and  the  related  increase  in  premium  tax  collection. 

DP  309  -  Establish  Surplus  Lines  Regulation  In-House  -  This  request  provides  funding  for  state  administration  of  surplus 
lines  insurance,  which  is  specialty  insurance  provided  for  risks  that  are  too  big,  unusual,  or  substandard  to  be  covered  b> 
insurers  licensed  in  the  state  of  Montana.  In  July  2009,  the  SAO  discontinued  the  contract  to  regulate  surplus  lines 
activity.  According  to  33-2-321  (5)(b),  MCA  ,  "If  a  surplus  lines  advisory  organization  is  not  operating  as  set  forth  in 
this  section,  the  stamping  fee  may  be  collected  by  the  commissioner  and  placed  in  a  state  special  revenue  account  for  the 
expenses  of  regulating  surplus  lines."  This  request  would  provide  the  funding  to  continue  state  management  of  the 
program. 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  20 13 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

DP  304  -  Continuation  of  Forms  Analyst 

03               1.00                        0 

Total               1.00                       $0 

45,789 
$45,789 

0 
$0 

45,789 
$45,789 

1.00 
1.00 

0 
$0 

45,682 
$45,682 

0 
$0 

45,682 
$45,682 

DP  304  -  Continuation  of  Forms  Analyst  -  This  request  includes  about  $92,000  of  insurance  fee  state  special  revenue  to 
make  permanent  a  one-time  FTE  (forms  analyst).  This  position  reviews  insurance  forms  for  compliance  with  33-1-501, 
MCA.  The  Insurance  Commissioner  has  60  days  from  the  date  an  insurance  company  files  a  draft  form  to  approve  or 
disapprove  the  proposed  form.  If  the  commissioner  takes  no  action  within  the  60  day  timeframe,  the  form  will  be 
deemed  approved  and  used  by  the  company. 

Elected  Official  New  Proposal  -  Insure  Montana  Authority  Increase  -  This  elected  official  request  reinstates  $6.0  million 
one-time  funding  for  Insure  Montana  that  was  appropriated  in  HB  258  by  the  2009  Legislature.  Funds  are  from  the 
tobacco  tax  health  and  Medicaid  initiatives  state  special  revenue  account. 
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rogram  Budget  Comparison 

ihe  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
inding. 


•:Ogram  Budget  Comparison 
-  ldget  Item 

Base 
Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

JE 

11.50 

11.50 

12.50 

12.50 

11.50 

12.50 

1.00 

8.70% 

rsonal  Services 
.oeraring  Expenses 
juipment  &  Intangible  .Assets 
ansfers 

640,038 

181,335 

1,894 

0 

675,516 

306,555 

0 

0 

797,544 

257,883 

1,894 

0 

798,787 

252,532 

1,894 

0 

1,315,554 

487,890 

1,894 

0 

1,596,331 

510,415 

3,788 

0 

280,777 

22,525 

1,894 

0 

21.34% 

4.62% 

100.00% 

n/a 

Total  Costs 

$823,267 

$982,071 

$1,057^21 

$1,053,213 

$1,805338 

$2,110334 

$305,196 

16.91% 

nate  Special 

823,267 

982,071 

1,057,321 

1,053,213 

1,805,338 

2,110,534 

305,196 

16.91% 

Total  Funds 

$823,267 

$982,071 

$1,057^21 

$1,053,213 

$1,805338 

52,110334 

S305,196 

16.91% 

rogram  Description 

'he  Securities  Division  is  responsible  for  the  administration  and  enforcement  of  the  Securities  Act  of  Montana  and,  in 
articular,  for  the  registration  of  securities  issuers,  salespeople,  broker-dealers,  investment  advisers,  investment  adviser 
tpresentatives,  and  multi-level  marketing  companies.  The  division  is  also  responsible  for  the  investigation  of 
^registered  and  fraudulent  securities  transactions.  The  division  has  sole  jurisdiction  for  investment  advisor  firms  with 
J;sets  of  under  S 1 00  million.  The  division  investigates  securities  code  and  rule  violations,  including  possible  criminal 
lolations,  takes  appropriate  administrative  action,  and  refers  criminal  cases  to  either  federal  authorities  or  county 
..torneys  for  prosecution. 


rogram  Highlights 


Securities  Division 
Major  Budget  Highlights 


♦     The  Securities  Division  2013  biennium  budget  is  about  $300,000  higher  than 
the  20 1 1  biennium  due  to  requests  to: 

•  Make   permanent    1.00    attorney   FTE    funded    from   a   one-time 
appropriation  removed  from  the  201 1  biennium  budget 

•  Increase  funding  for  business  examinations 

•  Fund  increased  rent  costs 


-irogram  Narrative 


oals  and  Objectives 
H3  Biennium  Goal 


.ie  Legislative  Finance  Committee  recommends  the  legislature  consider  the  following  critical  goal  and  performance 
easurement(s)  as  part  of  its  decisions  on  the  executive's  budget  requests  for  this  program. 


bal:     Make  investor  education  available  to  all  Montanans  through  investor  outreach,  publications,  public  service 
inouncements,  and  formal  classroom  teaching. 
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Performance  Measures: 

o     Update  securities  website  for  readability  and  information 

o     Conduct  investor  education  seminars  or  workshops  annually,  geographically  dispersed  throughout  the  state 

o     Have  a  minimum  of  at  least  two  staff  members  appointed  to  North  American  Securities  Administrator 

Association  committees  and/or  project  groups 
o     Develop  an  educational  documentary  for  dissemination  throughout  Montana  and  for  viewing  on  PBS  and  cabl 

access  television  throughout  the  state 
o     Post  Investor  Education  Rapid  Response  Alerts  to  the  website  monthly 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  Th 
following  summarizes  the  plan  submitted  for  this  program. 

There  are  four  items  for  this  division  included  in  the  5%  reduction  plan,  which  are  summarized  in  a  table  in  the  agenc; 
overview.  None  of  the  items  are  included  in  the  executive  budget  request.  These  items  reduce  security  fees  state  specis 
revenue.  The  items  are: 

1.  Personal  services  -  eliminate  0.35  FTE  -  $20,580 

2.  Travel  -  reduce  by  $7,000 

3.  Communications  -  reduce  by  $734 

4.  Contracted  services  -  reduce  securities  examinations  by  $12,600 
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5%  reduction. 


5%  General  Fund  Impact 

The  SAO  will  identify  the  specific  FTE  reduction  and  what  types  of  activities  would  be  curtailed  if  th 
5%  plan  is  approved.   Until  specific  functions  are  identified  it  is  difficult  to  predict  the  impact  of  th 


The  reductions  identified  in  this  proposal  will  not  necessarily  increase  transfers  to  the  general  fund  from  the  securitie 
fee  account.  For  instance,  the  contracted  services  reduction  is  funded  by  reimbursements  from  companies  bein 
examined.  So,  if  contacted  examinations  are  reduced,  reimbursements  to  the  account  will  also  be  reduced. 

LFD  staff  has  requested  that  SAO  identify  the  specific  amount  of  general  fund  increase  related  to  each  of  the  Securit 
Division  5%  reduction  proposals.  If  the  general  fund  transfers  are  lower  than  the  amount  included  in  the  5%  reductio 
plan,  the  legislature  may  wish  to  ask  for  other  proposals  that  would  result  in  the  full  amount  being  transferred  to  th 
general  fund. 

The  SAO  requested  an  increase  in  contracted  services  for  workload  associated  with  the  Dodd-Frank  Wall  Street  Refort 
and  Consumer  Protection  Act  of  2010  (DP  403).  LFD  staff  requested  information  from  SAO  about  how  the  5°/ 
reduction  plan  would  impact  its  ability  to  meet  requirements  of  the  federal  act. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  b 
the  Governor. 


Program  Funding  Table 
Securities 

Program  Funding 

Base 
FY  2010 

%  of  Base          Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY2013 

02000   Total  State  Special  Funds 

02283  Securities  Fee  Account 
Grand   Total 

$           823,267 

823.267 

$           823.267 

100.0%     $       1,057,321 
100.0%             1.057.321 
100.0%     $        1.057.321 

100.0% 
100.0% 
100.0% 

$        1,053,213 

1.053.213 

$        1.053.213 

100.0% 
100.0% 
100.0% 
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:he  program  is  funded  entirely  from  state  special  revenue  derived  from  charges  to  the  securities  industry  for: 
o     Filing  portfolio  notices 
o     Examining  issuers,  broker-dealers,  or  investment  advisers  as  part  of  registration 

i.'ther  fees  related  to  the  securities  industry  and  collected  by  the  SOA,  such  as  registration  of  securities,  are  deposited  to 
le  general  fund.  Excess  revenue  in  the  state  special  revenue  account  is  transferred  to  the  general  fund  at  fiscal  year  end. 

judget  Summary  by  Category 

he  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


ldget  Summary-  by  Category 


jdget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  20 13         Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 

of  Budget 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0.00% 
0.00% 
0.00% 
0.00% 

823,267 
69,272 
72,740 
92,042 

$1,057,321 

823,267 
65,407 
72,740 
91,799 

$1,053,213 

1,646,534 
134,679 
145,480 
183,841 

$2,110^34 

78.02% 
6.38% 
6.89% 
8.71% 

use  Budget 

atewide  PL  Adjustments 
/her  PL  Adjustments 
;w  Proposals 

Total  Budget 


resent  Law  Adjustments 

he  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
ems  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
.ascriptions. 


lesent  Law  Adjustments 

Fiscal  20 13 

State 

General 
FTE                  Fund 

State 

Federal 

Total 

Genera 

Federal 

Total 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

.rsonal  Services 
licancy  Savings 
Iflation/Deflation 

94,859 

(29,395) 

47 

96,407 

(29,457) 

72 

<ed  Costs 

3,761 

(1,615) 

j     Total  Statewide  Present  Law  Adjustments 

$0 

$69,272 

$0 

$69,272 

$0 

$65,407 

$0 

$65,407 

y  401  -  Rent  Increase 

0.00                      0 
!'  403  -  Securities  Contract  Examination-Biennial 

31,348 

0 

31,348 

0.00 

0 

31,348 

0 

31,348 

0.00                        0 

41,392 

0 

41,392 

0.00 

0 

41,392 

0 

41,392 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$72,740 

$0 

$72,740 

0.00 

$0 

$72,740 

$0 

$72,740 

Grand  Total  All  Present  Law  Adjustments 

0.00                       $0 

$142,012 

$0 

$142,012 

0.00 

$0 

$138,147 

$0 

$138,147 
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Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Program  Specific  Obstacles  -  Funding  (specifically  the  restrictions  of  the  pay  plan)  is  the  main  obstacle  foil 
attracting  and  retaining  qualified  workers.  Since  the  program  is  specialized  to  insurance  or  securities  professions^ 
qualified  applicants  are  limited  and  training  has  to  be  provided  in  order  to  have  qualified  applicants  to  meet  the 
mission  of  the  agency. 

o     Legislatively  Applied  Vacancy  Savings  -  The  program  was  able  to  absorb  FY  2010  vacancy  savings  as  a  result 

of  vacant  positions  during  the  year  and  lower  personnel  expenditures  compared  to  budget  as  a  result  of  a 

decrease  in  longevity  with  the  new  administration.  i 

o     Retirements  -  The  program  doesn't  have  any  employees  who  will  be  eligible  for  full  retirement  during  the  2013 

biennium. 

DP  40 1  -  Rent  Increase  -  In  February  2010  the  State  Auditor's  Office  entered  into  a  five  year  lease  for  office  space.  This 
request  adds  $3 1 ,348  state  special  revenue  authority  each  fiscal  year  to  cover  the  increased  cost  of  the  lease.  Base 
expenditures  were  $33,007.  Ongoing  expenditures  in  the  2013  biennium  are  less  than  the  FY  2011  appropriatior 
approved  by  the  2009  Legislature. 


LFD 
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Agency  Wide  Rent  Increase 

The  SAO  rent  increase  is  discussed  in  the  agency  overview  because  it  affects  all  programs.  The  201 
biennium  rent  increase  is  less  than  the  FY  201 1  appropriation  approved  by  the  2009  Legislature. 


DP  403  -  Securities  Contract  Examination-Biennial  -  This  request  includes  a  biennial  appropriation  for  about  $83,000  il 
state  special  revenue  to  contract  for  20  more  examinations  of  broker-dealer  firms,  broker-dealer  firm  branch  offices,  anc 
investment  advisor  firms  over  the  biennium.  Base  expenditures  were  $23,608.  An  examination  involves,  on  average 
about  30  hours  of  field  work  and  90  hours  of  analysis. 

The  Securities  Division  conducts  routine  and  for-cause  examinations  of  the  455  broker-dealer  branch  offices  and  5? 
investment  advisory  firms  domiciled  in  Montana  to  ensure  compliance  with  the  Montana  Securities  Act,  resolve  mino] 
deficiencies,  and  determine  the  need  for  further  investigation.  The  examination  section  of  the  Securities  Divisior 
employs  one  individual  with  the  requisite  knowledge  and  skills  to  conduct  examinations  and  also  hires  independen 
contractors  to  perform  routine  examinations.  Pursuant  to  30-10-210(1),  MCA,  the  cost  of  these  examinations  is  borne  b) 
the  firms  being  examined. 

As  a  result  of  the  Dodd-Frank  Wall  Street  Reform  and  Consumer  Protection  Act  of  2010  (Dodd-Frank  act),  th< 
Securities  Division  will  be  responsible  for  examination  of  investment  adviser  firms  in  Montana  that  have  assets  unde 
management  between  $25  million  to  $100  million.  Previous  to  the  new  federal  law,  states  only  regulated  investmen 
advisers  with  assets  under  management  up  to  $25  million  and  the  Securities  and  Exchange  Commissioner  regulated  th< 
balance  of  the  firms. 

The  SAO  will  assume  regulation  of  seven  more  investment  advisers  that  are  domiciled  in  Montana  with  nearly  $40( 
million  in  assets  under  management.  These  investment  advisor  firms  have  never  been  examined,  so  the  SAO  plans  t< 
immediately  examine  the  firms  with  a  six-month  follow-up.  After  the  initial  and  follow-up  examinations,  the  sevei 
additional  firms  will  be  incorporated  into  the  three-year  rolling  examination  cycle. 
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few  Proposals 

j*he  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.   Descriptions  and  LFD  discussion 
f  each  new  proposal  are  included  in  the  individual  program  narratives. 


jew  Proposals 

General  State  Federal  Total  General  State  Federal  Total 

Program  FTE  Fund  Special  Special  Funds  FTE  Fund  Special  Special  Funds 


JP  402  -  Continuation  of  Legal  FTE 

04  1.00  0  92,042  0  92,042  1.00  0  91,799  0  91,799 

Total KOO $0 $92,042 $0 $92,042 IM $0  $91,799 $0  $91,799 


)P  402  -  Continuation  of  Legal  FTE  -  This  request  makes  permanent  1 .00  attorney  FTE,  which  was  approved  as  a  one- 
me  appropriation  in  the  last  legislative  session.  The  FTE  is  funded  from  security  fees  state  special  revenue.  The  FTE 
;  currently  filled  and  performs  the  following  functions: 

o     Prosecutes  securities  and  insurance  fraud,  criminally  and  administratively 

o     Provides  legal  analysis,  as  assigned,  on  issues  relating  to  the  Securities  Act  of  Montana 

o     Assists  in  drafting  administrative  rules 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year, 

type  of  expenditure,  and 

source  oi 

funding. 

: 

Agency  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium; 
%  Change 

FTE 

657.53 

657.53 

672.53 

672.53 

657.53 

672.53 

15.00 

2.2 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Transfers 

34,802,579 

17,778,349 

383,777 

0 

36,298,202 

17,385,845 

70,095 

0 

37,170,919 

16,190,987 

330,978 

0 

37,248,919 

16,077,989 

330,978 

0 

71,100,781 

35,164,194 

453,872 

0 

74,419,838 

32,268,976 

661,956 

0 

3,319,057 

(2,895,218) 

208,084 

0 

4.6 

(8.2: 

45.8 

Total  Costs 

$52,964,705 

$53,754,142 

$53,692,884 

$53,657,886 

$106,718,847 

$107^50,770 

$631,923 

0.5' 

General  Fund 
State  Special 
Federal  Special 
Other 

49,569,692 

761,721 

204,942 

2,428,350 

50,171,670 

815,907 

206,447 

2,560,118 

49,609,233 

1,182,824 

270,210 

2,630,617 

49,570,431 

1,179,757 

271,218 

2,636,480 

99,741,362 

1,577,628 

411,389 

4,988,468 

99,179,664 

2,362,581 

541,428 

5,267,097 

(561,698) 
784,953 
130,039 
278,629 

(0.5f 

49.7 

31.6 

5.5 

Total  Funds 

$52,964,705 

$53,754,142 

$53,692,884 

$53,657,886 

$106,718,847 

$107,350,770 

$631,923 

0.5' 

The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  tc 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agencj 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


Non-HB2  Funds 


Proprietary  -  $0.2M 

FTE  -  3.50 

Statutory  Appropriations 

FTE-0 

General  Fund  -  $95. 6M 

All  Funds  -  S202.8M 


01  Director's  Office 

Dan  Bucks  x2762 

FTE -51.48 

General  Fund-  $5.5M 

All  Funds  -  $5.7M 


05  Citizen  Services  &  Resource  Mgmt 

Division 

Steve  Austin  x  1479 

FTE  -  28.00 

General  Fund-$1.9M 

All  Funds- $2. 1M 


5801  Department  of  Revenue 

Dan  Bucks  x2762 

Total  FTE  -  657.53 

Total  General  Fund  -  $49.6M 

Total  All  Funds  -  $53. 0M 


02  Information  Technology  & 

Processing  Division 

Margaret  Kauska  x9535 

FTE  -  85.75 

General  Fund  -$12.5M 

AIIFunds-$12.7M 


07  Business  &  Income 

Taxes  Division 
Gene  Walborn  x0908 

FTE -156.95 

General  Fund  -$10.0M 

All  Funds  -S10.6M 


03  Liquor  Control 

Division 

ShaunaHelfertx1464 

FTE  -  29.00 

General  Fund  -  $0.OM 

All  Funds  -  $2.2M 


08  Property  Assessment  Division 

Cynthia  Monteau  Moore 

X7968 

FTE  -  306.35 

General  Fund  -  $19.6M 

All  Funds  -$19.6M 
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kgency  Description 

fission  Statement:  The  Department  of  Revenue  administers  38  Montana  taxes  and  fees  to  achieve  equity  and  integrity, 
/hile  protecting  taxpayer  rights  and  information;  values  all  property  as  accurately  as  possible  and  supervises  Montana's 
roperty  tax  system;  administers  liquor  laws  to  protect  public  health  and  safety;  receives  abandoned  property  and  seeks 
V)  return  it  to  its  rightful  Montana  owners;  informs  and  advises  the  Governor,  the  legislature,  and  the  public  on  tax  trends 
ind  issues;  and  cooperates  with  local,  state,  tribal,  and  federal  governments  to  advance  the  public  interest  under  the  law. 

jte  Department  of  Revenue  collects  revenue  from  and  enforces  regulations  for  38  state  taxes  and  fees;  values  all 
iroperty  in  the  state  and  supervises  the  property  tax  system;  regulates  the  sale  and  distribution  of  alcoholic  beverages  in 
le  state;  and  administers  abandoned  property  laws  and  a  one-stop  business  registration  system  for  multiple  agencies. 

he  Department  of  Revenues  is  comprised  of  the  following  programs: 

o     Director's  Office  supports  the  agency's  director  and  is  composed  of  the  following  four  functional  units: 

•  Legal  Services  supervises  the  overall  legal  efforts  of  the  department,  which  includes  rules,  policies, 
bankruptcy,  disclosure  officer,  and  the  Office  of  Dispute  Resolution 

•  Tax,  Policy  and  Research  is  responsible  for  the  preparation  of  legislative  fiscal  notes  that  affect 
revenue,  the  analysis  of  legislative  proposals  affecting  the  department,  and  department  economic 
data  and  tax  compliance  analysis 

•  Human  Resources  manages  the  personnel  activities  of  the  department.  The  office  includes  three 
functional  units  for:  human  resources,  payroll  and  benefits,  and  education  and  training 

•  Executive  Office  provides  budget  analyst,  public  relations,  and  administrative  support  for  the 
department 

o     Information  Technology  and  Processing  Division  has  two  main  functions: 

•  Provides  application  development  and  support  services,  as  well  as  network  services  in  the  areas  of 
data,  desktop,  information  security,  and  help  desk  support 

•  Processes  tax  returns  and  payments  for  the  department  and  for  state  agencies 

o     Liquor  Control  Division  administers  the  state's  alcoholic  beverage  code,  which  governs  the  control,  sale,  and 
distribution  of  alcoholic  beverages.  The  division  includes 

•  Liquor  distribution 

•  Liquor  licensing 

o     Citizen  Services  and  Resource  Management  Division  provides  service  to: 

•  Montana  citizens,  businesses,  and  nonresident  taxpayers  through  a  call  center,  forms  design,  and 
other  taxpayer  services 

•  Other  divisions  of  the  department  in  the  areas  of  accounting,  purchasing,  and  facilities  and  asset 
management 

o     Business  and  Income  Taxes  Division  has  three  main  functions: 

•  Oversees  audits  and  verifies  compliance  with  Montana  tax  law  for  all  state  taxes,  oversees  state 
revenue  collection  activity,  and  completes  appraisals  and  assessments  of  industrial  and  centrally 
assessed  property 

•  Administers  the  Unclaimed  Property  Program  to  return  unclaimed  property  (lost  money  and  other 
properties)  to  its  rightful  owners 

•  Operates  a  proprietary  funded  program  to  collect  on  behalf  of  state  agencies  debt  owed  to  the  state 
that  is  associated  with  delinquent  accounts 

o     Property  Assessment  Division  is  responsible  for  the  valuation  and  assessment  of  real  and  personal  property 
throughout  the  state  for  property  tax  purposes 
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Agency  Highlights 


Department  of  Revenue 
Major  Budget  Highlights 


General  fund  for  the  2013  biennium  is  $561,700,  or  0.6%,  lower  than  in  the 
201 1  biennium.  Offsetting  factors  for  this  change  are: 

•  Statewide  present  law  adjustments  reduce  general  fund  largely 
because  of  a  reduction  in  the  ITSD  fixed  cost  allocation  to  the 
agency 

•  Multiple  programs  reduced  the  number  of  vehicles  they  would  lease 
from  the  State  Motor  Pool  to  reduce  general  fund 

•  Ongoing  reductions  were  made  to  account  for  reductions 
implemented  in  FY  2011  as  a  result  of  the  17-7-140,  MCA, 
reductions  ordered  by  the  Governor 

•  Funding  associated  with  base  expenditures  to  install  video 
conferencing  equipment  was  removed  since  the  expenditures  were 
not  ongoing  in  nature 

•  Funding  to  add  8.00  FTE  for  tax  compliance  targeted  at  the  area  the 
department  identified  with  the  largest  non-compliance  —  non- 
residents and  out-of-state  companies 

State  special  fund  expenditures  is  nearly  $0.8  million,  or  49.8%,  higher  in  the 
2013  biennium  than  the  201 1  biennium  due  to: 

•  Use  of  tobacco  settlement  funding  to  convert  3.00  FTE  from 
modified  status  to  permanent  for  tobacco  tax  compliance  work 

•  Use  of  abandoned  property  state  special  revenue  to  convert  2.00  FTE 
from  modified  status  to  permanent  to  address  workload  issues 

•  Funding  to  add  1 .00  FTE  to  administer  hail  insurance  premiums  and 
livestock  per  capita  fees 

Federal  special  fund  expenditures  increase  by  a  little  over  $0.1  million  to  fund 
federal  mineral  royalty  audits  at  the  level  authorized  in  the  current  agreement 
with  the  federal  government 
Staffing  increases  by  15.00  FTE  for  the  following  purposes: 

•  To  convert  6.00  FTE  from  modified  status  to  permanent  to:  1) 
administer  the  abandoned  property  program  (2.00  FTE);  2)  perform 
tobacco  tax  compliance  work  (3.00  FTE);  and  3)  establish  a  position 
for  the  Granite  County  appraiser  (1.00  FTE) 

•  To  add  1.00  FTE  to  administer  the  hail  insurance  premiums  and 
livestock  per  capita  fees  with  funding  from  statutorily  allowable 
retention  of  fees  collected 

•  To  add  8.00  FTE  to  address  tax  compliance  of  areas  the  agency 
determined  to  have  the  highest  level  of  non-compliance  -  non- 
residents and  out-of-state  companies 

The  agency  was  exempted  from  the  requirement  in  the  executive  budget  of  a 
4%  reduction  in  personal  services 
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Legislative  Action  Issues 


♦  Major/agency-wide  LFD  issues 

•  A  5%  plan  item  that  was  not  included  in  the  budget  request  and  is 
allocated  to  all  programs  funded  with  general  fund  based  on  the 
program's  share  of  total  general  fund  in  the  agency  does  not  specify 
what  services  would  be  impacted 

•  The  agency  states  that  efficiencies  would  be  realized  from  the 
Efficiencies  Through  Imaging  project  approved  by  the  2009 
Legislature,  but  no  associated  reductions  are  included  in  the  budget 
request.  A  legislative  option  is  provided  for  setting  the  stage  for 
future  realization  of  the  savings 

•  A  one-time  payment  to  retire  costs  of  a  prior  building  renovation 
could  save  general  fund  in  the  long-term 

•  Restricted  funding  designations  are  recommended  for  two 
adjustments  in  the  Liquor  Division 

•  Collection  services  internal  services  fund  balance  is  being  depleted 

♦  Proprietary  Rate  Decisions 

•  The  legislature  must  approve  rates  for  the  Collection  Services 
Program  within  the  Business  and  Income  Tax  Division 

♦  Interim  Committee  Recommendations 

•  The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 


gency  Personal  Services  Narrative 

he  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
tamining  the  agency  budget.   It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
arity. 
o     Labor  Market  Experience  -  The  agency  is  experiencing  the  following  labor  market  trends 

•  Recently,  the  agency  has  been  successful  in  filling  vacant  positions 

•  Larger  than  historical  applicant  pools  of  qualified  candidates  are  being  experienced  when  filling 
vacant  positions 

o     Pay  Philosophy  -  The  agency's  pay  philosophy  is  as  follows: 

•  The  agency  has  the  following  objectives  for  employee  pay:  1)  maintain  internal  equity  by  providing 
a  salary  range  for  positions  that  reflect  the  position's  value  compared  to  other  similar  positions  in  the 
agency;  and  2)  motivate  employees  by  providing  the  opportunity  for  future  pay  adjustments  based 
on  an  employee's  individual  work  performance  and  job  related  competencies 

•  Typical  employee  compensation  is  at  80%  to  95%  of  the  market  rates  for  the  associated  occupational 
pay  ranges,  except  for  auditors  and  information  technology  staff,  who  are  placed  at  85%  to  95%  of 
the  market  rates  to  address  hiring  difficulties 

o     Obstacles  -  The  agency  is  facing  or  expecting  to  face  the  following  obstacles  for  recruiting  and  retaining 
qualified  workers 

•  Budget  pressures  are  impacting  the  agency's  ability  to  meet  these  objectives  and  causing  pay 
compression,  or  a  situation  where  in  order  to  fill  a  vacant  position  a  new  employee  is  hired  at  a 
higher  pay  rate  than  an  existing  employee 


'gency  Overview 

|he  Department  of  Revenue  budget  includes  $561,700,  or  0.6%,  less  general  fund  in  the  2013  biennium  than  the  2011 
jennium.  The  budget  includes  reductions  for  the  Governor's  17-7-140,  MCA,  reductions  implemented  in  FY  201 1  that 
'e  of  an  ongoing  nature.  Reductions  were  also  made  to  reduce  the  number  of  vehicles  leased  from  the  State  Motor  Pool 


-D  Budget  Analysis 


A-99 


2013  Biennium 


5801  -  DEPARTMENT  OF  REVENUE SUMMARY 


and  to  eliminate  funding  that  is  not  needed  because  of  a  one-time  expenditure  in  the  base  year  to  install  videt 
conferencing  equipment. 

FTE  in  this  department  collect  revenue  for  the  nearly  40  taxes  and  fees  it  administers.  In  the  process,  departmeni 
personnel  process  payment  and  refund  transactions,  audit  taxpayers  for  compliance  to  state  laws,  assess  property  for  th( 
purpose  of  valuing  it  for  tax  purposes,  and  administer  all  aspects  of  accounting  for  and  reconnecting  abandoned  propert; 
with  the  rightful  owner.  Personal  services  for  this  department  increase  by  15.00  FTE,  or  2.3%,  to:  1)  addres: 
compliance  of  tobacco  taxes  and  areas  with  high  non-compliance  rates;  2)  administer  collection  of  premiums  for  hai 
insurance  and  per  capita  livestock  fees;  3)  address  workload  issues  in  the  administration  of  abandoned  property;  and  <■ 
add  a  county  appraiser  for  Granite  County. 

While  most  general  funded  agencies  were  required  by  the  executive  to  submit  a  budget  to  reduce  personal  services  bj 
4%  for  general  fund  positions,  the  executive  exempted  this  department  from  this  adjustment.  The  agency  cited  adverse 
impacts  on  revenue  collections  as  the  reason  for  requesting  the  exemption.  A  4%  reduction  for  this  agency  would  equate 
to  27.51  FTE  and  $2,696,841  general  fund  for  the  2013  biennium.  In  the  201 1  biennium,  a  7%  vacancy  savings  rate  was 
applied  to  the  agency.  Exemption  from  the  additional  4%  reduction  means  that  the  agency  has  a  4%  vacancy  saving; 
rate  applied  in  the  executive  budget  for  the  2013  biennium,  providing  the  agency  with  an  additional  3%  in  persona 
services  over  the  201 1  biennium  level.  For  a  further  discussion  please  see  the  issue  in  the  5%  Reduction  Plan  sectioi 
that  follows. 

The  budget  request  adds  allowable,  but  previously  unused,  funding  from  collections  on  hail  insurance  premiums  anc 
livestock  per  capita  fees  to  administer  billing  and  collection  activities.  Federal  funds  are  increased  to  participate  ii 
federal  mineral  royalty  audits  at  the  level  authorized  in  the  most  current  agreement  with  the  federal  government. 

Major  Cost  Drivers 

Costs  for  personal  services  makes  up  69.0%  of  the  costs  for  this  agency  and  operating  costs  dominate  the  remaining 
costs.  Of  the  $32.2  million  biennium  operating  costs,  major  cost  drivers  and  their  percentage  of  total  biennium  operatioi 
costs  are: 

o     Computerized  management  system  hosting  and  maintenance  costs,  $6.6  million,  or  20.0% 

o     Office  rent,  $4.7  million,  or  14.6% 

Common  Purpose  Decision  Packages 

The  following  groups  of  decision  packages  address  common  purposes  that  cross  program  lines  within  the  agency.  The 
legislature  may  wish  to  examine  and/or  act  on  the  decision  packages  within  a  group  with  one  action  or  uniformly: 

o     Reduce  Base  Budget  -  These  expenditure  were  not  designated  as  one-time-only  by  the  2009  Legislature  but  wi 
not  recur 

•  DP  0305  in  the  Liquor  Control  Division  is  for  liquor  warehouse  renovations 

•  DP  0709  in  the  Business  and  Income  Taxes  Division  is  for  installation  of  video  conferencing 
equipment 

o     Sustainable  Reductions  from  17-7-140,  MCA  -  These  adjustments  are  to  continue  ongoing  reductions  made  ir 
FY  201 1  by  the  Governor  under  17-7-140,  MCA 

•  DP  0 1 02  in  the  Director' s  Office 

•  DP  0202  in  Information  Technology  and  Processing  Division 

•  DP  0502  in  the  Citizen  Services  and  Resource  Management  Division 

•  DP  0702  in  the  Business  and  Income  Taxes  Division 

•  DP  0802  in  the  Property  Assessment  Division 
o     Vehicle  Reduction  -  These  adjustments  reduce  the  number  of  vehicles  the  divisions  will  lease  from  the  State 

Motor  Pool 

•  DP  0203  in  the  Information  Technology  and  Processing  Division 

•  DP  0703  in  the  Business  and  Income  Taxes  Division 

•  DP  0803  in  the  Property  Assessment  Division 
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%  Reduction  Plan 

tatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
Blowing  summarizes  the  plan  submitted  for  this  program. 


Total  5%  Reduction  Plan  Identified  by  Agencies,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Biermium 


Program/DP  Number/Description 


FTE        General  Fund 


%  State  Special 

OfTotal        Revenue 


% 
OfTota! 


Directors  Office 


Included  in  Executive  Budget 

0102  Sustainable  Reductions  from  17-7-140,  MCA  0.00 

Not  Included  in  Executive  Budget 

Prorated  Reduction  -  Directors  Office 

Total  Director's  Office 

Information  Technology  and  Processing 


$2,620 

0.1% 

$0 

0.0% 

$531,074 

10.7% 

$10,664 

14.0% 

$533,694 

10.8%  ' 

$10,664 

14.0% 

0.00 


Included  in  Executive  Budget 

0202  Sustainable  Reductions  from  17-7-140,  MCA 

Not  Included  in  Executive  Budget 

Prorated  Reduction  -  Information  Technology  and  Proce: 

Total  Information  Technology  and  Processing 

Citizen  Services  and  Resource  Management 


Included  in  Executive  Budget 

0502  Sustainable  Reductions  from  17-7-140,  MCA  0.00 

Not  Included  in  Executive  Budget 

Prorated  Reduction  -  Citizen  Services  and  Resource  Man 

Total  Citizen  Services  and  Resource  Management 

Business  and  Income  Taxes  Division 


0.00 


Included  in  Executive  Budget 

0702  Sustainable  Reductions  from  17-7-140,  MCA 

Not  Included  in  Executive  Budget 

Prorated  Reduction  -  Business  and  Income  Taxes  Divisio 

Total  Business  and  Income  Taxes  Division 

Property  Assessment  Division 


$12,642 
$1 ,206,988 
$1,219,630 

$796 
$193,118 
$193,914 

$4,822 
$965,590 
$970,412 


Included  in  Executive  Budget 

0802  Sustainable  Reductions  from  17-7-140,  MCA  0.00 

Not  Included  in  Executive  Budget 

Prorated  Reduction  -  Property  Assessment  Division 

Total  Property  Assessment  Division 

Total  Reduction  Plan 


Included  in  Executive  Budget 
Not  Included  in  Executive  Budget 

Total  Agency  Reduction  Plan 


0.3%  $0 

24.4%  $12,950 

24.7% T  $12,950 

0.0%  $0 

3.9%  $14,472 

3.9%  $14,472 

0.1%  $0 

19.5%  $35,800 

19.6%  $35,800 


0.0% 
17.0% 
17.0% 

0.0% 
19.0% 
19.0% 

0.0% 
47.0% 
47.0% 


$95,500 

1.9% 

$0 

0.0% 

$1,931,180 

39.1% 

$2,286 

3.0% 

$2,026,680 

41.0% 

$2,286 

3.0% 

$1 16,380 

2.4% 

$0 

0.0% 

4,827,950 

97.6% 

76.172 

100.0% 

$4,944,330 

$76.172 
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LFD 
ISSUE 


5%  Reduction  Plan  -  Unspecified  Reductions 


The  agency  included  on  its  5%  reduction  plan  an  item  for  each  program  that  stated  the  reduction  was  for  a 
prorated  reduction.    However,  the  agency  failed  to  specify  what  services  would  be  reduced  or  eliminated. 
None  of  these  items  were  included  in  the  budget  request.  Instead,  the  agency  stated  that  reductions  would  include: 
o     Personal  services  funding  by  leaving  FTE  vacant 
o     A  reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 

As  shown  in  the  figure,  the  unspecified  reductions  are  almost  the  entire  5%  reduction.  Without  specifying  what  services 
would  be  reduced  or  eliminated  it  is  not  possible  to  determine  the  impact  on  agency  operations  and  which  services  or 
other  activities,  if  any,  would  be  eliminated  or  curtailed.  In  order  to  aid  the  legislature  in  making  this  determination, 
statute  requires  that  the  plan  include:  1)  a  prioritized  list  of  services  that  would  be  eliminated  or  reduced;  2)  for  each 
service  included  in  the  prioritized  list,  the  savings  that  would  result  from  the  elimination  or  reduction;  and  3)  the 
consequences  or  impacts  of  the  proposed  elimination  or  reduction  of  each  service. 

In  addition,  the  agency  provides  a  statement  of  the  consequences  of  the  reductions,  stating  that  the  reductions  would 
result  in  revenue  losses  several  times  the  expenditure  reductions  for  all  programs  but  at  different  multipliers  of  lost 
revenues  to  expenditure  reduction.  More  specific  information  is  provided  in  the  narratives  for  each  program.  As  with 
the  impact  on  expenditures,  without  additional  information  on  the  specific  reductions  that  would  be  made,  it  is  not 
possible  to  either  estimate  impacts  on  revenue  or  determine  the  accuracy  of  any  department  estimates.  The  LFD  is 
conducting  research  to  attempt  to  better  define  the  relationship  between  program  expenditures  and  revenues. 

For  the  2011  biennium,  the  agency  had  a  7%  vacancy  savings  applied.  When  comparing  actual  personal  services 
expended  in  FY  2010  to  what  would  have  been  full  funding  of  personal  services,  the  agency  achieved  7.1%  vacancy 
savings.  As  stated  earlier,  for  the  2013  biennium,  this  agency  is  exempt  from  the  4%  personal  services  reduction  for 
positions  funded  with  general  fund.  Because  of  this  exemption,  personal  services  in  the  agency  are  effectively  3%  higher 
relative  to  the  2011  biennium.  As  such,  personal  services  reductions  of  up  to  3%  should  have  no  revenue  reducing 
effects  when  compared  to  revenues  collected  in  FY  2010. 

The  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 
reduction  plan  item  and  provide  supporting  evidence  that  links  the  services  impacted  with  revenue  and  other 
consequences. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


201 3  Biennium  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed 

Spec. 

Proprietary 

Grand  Total 

Total  % 

01  Directors  Office 

02  Information  Technology  &  Processing 

03  Liquor  Control  Division 

05  Citizen  Services  &  Resource  Mgmt 

07  Business  And  Income  Taxes  Division 

08  Property  Assessment  Division 
Grand  Total 

S 
$ 

11,184,028 
22,688,222 

3,843,344 
21,680,733 
39,783,337 
99.179.664 

$ 
I 

224,716 
262,558 

389,41 1 
1,350,561 

135,335 
2.362.581 

$ 

2,000 
539,428 

$        228,516 

273,988 

4,678,193 

86,400 

$ 
| 

1 1,639,260 

23,224,768 

4,678,193 

4,319,155 

23,570,722 

39.918,672 

107.350.770 

10.84% 

21.63% 

4.36% 

4.02% 

21.96% 

37.19% 

100.00% 

$ 

541.428 

$      5.267.097 

The  department  is  primarily  funded  with  general  fund.  Proprietary  funds  support  the  operation  of  the  Liquor  Control 
Division  and  other  divisions  that  support  liquor  control  functions  or  the  staff  of  the  Liquor  Control  Division.  State 
special  revenue  funds  are  for  tobacco  tax  compliance  activities  under  the  Tobacco  Master  Settlement  Agreement, 
administration  of  the  unclaimed  property  program,  and  administrative  costs  associated  with  billing  and  collecting  hail 
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lsurance  premiums  and  livestock  per  capita  fees.  State  special  revenue  from  the  property  valuation  improvement  fund 
>  used  for  increasing  the  efficiency  of  the  property  appraisal,  assessment,  and  taxation  process  through  improvements  in 
xhnology  and  administration.  Federal  special  revenue  supports  federal  mineral  royalty  audits. 

,1  the  past,  state  special  revenue  from  a  statutorily  allowed  2%  retention  on  collections  from  hail  insurance  premiums 
ad  livestock  per  capita  fees  have  not  been  used  to  fund  the  costs  to  bill  and  collect  these  fees.  This  budget  includes 
onding  from  these  sources. 

itatutory  Appropriations 

'he  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
ppropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined 
y  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
,3sociated  policy. 

If  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1)  those  where  the 
gency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
perations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


Statutory  Appropriations 

Department  of  Revenue 

Purpose 

MCA# 

Fund  Source 

FY  2010 

FY  2012 

FY  2013 

Does  Not  Relate  Directlv  to  Azencv  Operations 

15-1-121 

General  Fund  $95,640,610 

$104,606,985 

$108,469,667 

Local  government  entitlements 

Redistribution  of  coal  gross  proceeds 

15-23-706 

SSR 

1,485,711 

2,000,000 

2,300,000 

Distribute  oQ  and  gas  production  taxes  to  eligible 

counties  15-36-332 

SSR 

134,505,500 

101,753,000 

126308,000 

Distribution  to  counties  impacted  by  mining 

15-37-117 

SSR 

2,881,784 

4,200,000 

4,500,000 

Bentonite  tax  distribution  to  eligible  counties 

15-39-110 

SSR 

994,154 

2,500,000 

3,000,000 

Tribal  reimbursements  and  DOR  administration 

18-11-112 

SSR 

4,639,043 

5,675,000 

5,840,000 

udget  Summary  by  Category 

he  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


idget  Summary  by  Category 


jidget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget                Biennium 
Fiscal  20 13          Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget                 Biennium 
Fiscal  2013            Fiscal  12-13 

Percent 
of  Budget 

49,569,692 

(605,036) 

154,290 

490,287 

$49,609,233 

49,569,692 

(744,817) 

255,380 

490,176 

$49,570,431 

99,139,384 

(1,349,853) 

409,670 

980,463 

$99,179,664 

99.96% 

(1.36%) 

0.41% 

0.99% 

52,964,705 

(363,845) 

318,562 

773,462 

$53,692,884 

52,964,705 

(495,112) 

414,659 

773,634 

$53,657,886 

105,929,410 

(858,957) 

733,221 

1,547,096 

$107,350,770 

98.68% 

(0.80%) 

0.68% 

1.44% 

fse  Budget 

atewide  PL  Adjustments 
;her  PL  Adjustments 
pw  Proposals 

Total  Budget 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  oi| 
funding. 


Program  Budget  Comparison 

Base 

Approp. 

Budget 

Budget 

Biennium 

Biennium 

Biennium 

Biennium 

Budget  Item 

Fiscal  2010 

Fiscal  20 11 

Fiscal  2012 

Fiscal  2013 

Fiscal  10-11 

Fiscal  12-13 

Change 

%  Change 

FTE 

51.48 

51.48 

51.48 

51.48 

51.48 

51.48 

0.00 

0.00% 

Personal  Services 

3,774,894 

3,826,115 

3,891,429 

3,962,503 

7,601,009 

7,853,932 

252,923 

3.33% 

Operating  Expenses 

1,956,810 

1,858,138 

1,984,079 

1,801,249 

3,814,948 

3,785,328 

(29,620) 

(0.78%) 

Total  Costs 

$5,731,704 

$5,684,253 

$5,875,508 

$5,763,752 

$11,415,957 

$11,639,260 

$223303 

1.96% 

General  Fund 

5,534,250 

5,486,470 

5,648,930 

5,535,098 

11,020,720 

11,184,028 

163,308 

1.48% 

State  Special 

107,326 

107,995 

111,777 

112,939 

215,321 

224,716 

9,395 

4.36°/, 

Federal  Special 

1,000 

0 

1,000 

1,000 

1,000 

2,000 

1,000 

100.00% 

Other 

89,128 

89,788 

113,801 

114,715 

178,916 

228,516 

49,600 

27.72%] 

Total  Funds 

$5,731,704 

$5,684,253 

$5,875,508 

$5,763,752 

$11,415,957 

$11,639,260 

$223303 

1.96% 

Program  Description 

The  Director's  Office  supports  the  agency's  director  and  provides  the  following  functions: 

o     General  management  of  the  agency,   including  assisting  the  director  with  administrative   functions  anc 

communications  to  the  public,  agencies,  and  elected  officials;  the  program  also  includes  the  Office  of  Taxpayd 

Assistance 
o     Legal  service  support  for  the  Office  of  Dispute  Resolution  and  the  overall  legal  efforts  of  the  department1 

including  legal  representation  before  various  courts,  legislative  development  and  review,  filing  bankrupts 

claims,  and  developing  policy  and  administrative  rules 
o     Tax  policy,  research,  and  analysis  of  state  revenue  legislation  and  legislative  proposals  affecting  the  department 

preparation  of  fiscal  notes  that  affect  revenue,  and  analysis  of  department,  economic,  and  compliance  data 
o     Human  resources,  payroll,  benefits,  education,  organizational  development,  and  training  of  the  department 

Program  Highlights 


Director's  Office 
Major  Budget  Highlights 


♦  General  fund  is  $163,300,  or  1.5%,  higher  in  the  2013  biennium  than  the 
201 1  biennium  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Funding  for  session-related  overtime  to  prepare  fiscal  notes,  which 
must  be  requested  each  biennium 

♦  Statewide  present  law  adjustments  are  the  main  factor  for  the  following 
changes  in  other  funds: 

•  A  $9,395,  or  4.4%,  increase  in  state  special  revenue 

•  A  $49,600,  or  27.7%,  increase  in  proprietary  funds 


Major  LFD  Issues 


♦     Services  associated  with  a  5%  reduction  plan  item  are  not  specified 
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'rogram  Narrative 

%  Reduction  Plan 

tatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%. 
ollowing  summarizes  the  plan  submitted  for  this  program: 

o  The  budget  request  includes  a  biennium  general  fund  reduction  of  $2,620  titled  DP  0102  -  Sustainable 
Reductions  from  17-7-140,  MCA.  Details  for  this  reduction  can  be  found  in  the  "New  Proposals"  section  for 
this  program 
o  The  plan  includes  another  item  for  this  program  that  was  not  included  in  the  executive  budget.  The  5% 
reduction  plan  identified  savings  of  $531,074  general  fund  and  $10,664  state  special  revenue  for  the  2013 
biennium  that  would  be  achieved  through  unspecified  reductions 


5%  Reduction  Plan  -  Unspecified  Reductions 

As  stated  in  the  agency  overview,  the  5%  reduction  plan  identified  by  the  agency  does  not  specify  what 
reductions  would  be  made.  Instead,  the  agency  stated  that  reductions  would  include: 

o     Personal  services  funding  by  leaving  FTE  vacant 

o     Reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 


utatute  requires  that  the  agency  provide  several  types  of  information  when  submitting  5%  reduction  plans  to  allow  the 
,:gislature  to  fully  gauge  the  impacts.   Because  the  plan  does  not  meet  that  requirement,  it  is  not  possible  to  determine 
;rvice  impacts.  In  addition,  the  agency  gave  revenue  impacts  of  the  reduction.  However,  it  is  not  possible  to  determine 
[fhether  or  to  what  degree  revenues  would  be  impacted. 

pi 
he  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 

iduction  plan  item  and  provide  evidence  supporting  the  revenue  reduction  estimates, 
further  discussion  is  included  at  the  agency  level 


raiding 

he  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
e  Governor. 


Program  Funding  Table 

Directors  Office 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$       5,534,250 

96.6% 

$ 

5,648,930 

96.1%     $       5,535,098 

96.0% 

01100  General  Fund 

5,534,250 

96.6% 

5,648,930 

96.1% 

5,535,098 

96.0% 

02000    Total  State  Special  Funds 

107,326 

1.9% 

111,777 

1.9% 

112,939 

2.0% 

02790  6901-Statewide  Tobacco  Stttmnt 

107326 

1.9% 

111,777 

1.9% 

1 12,939 

2.0% 

03000    Total  Federal  Special  Funds 

1,000 

0.0% 

1,000 

0.0% 

1,000 

0.0% 

03928  Royalty  Audit  -  Nrct 

1,000 

0.0% 

1,000 

0.0% 

1,000 

0.0% 

06000    Total  Proprietary  Funds 

89,128 

1.6% 

113,801 

1.9% 

114,715 

2.0% 

06005  Liquor  Division 

89.128 

1.6% 

113.801 

1.9% 

114.715 

2.0% 

Grand  Total 

$       5,731,704 

100  0% 

S 

5.875.508 

100.0%     5 

5.763.752 

100.0% 

inding  for  the  program  comes  primarily  from  the  general  fund.  State  special  revenue  from  tobacco  settlement  funds 
pports  the  dedicated  attorney  that  supports  tobacco  tax  compliance  activities.  Federal  mineral  royalty  audit  special 
venue  funds  a  portion  of  the  Legislative  Audit  fixed  cost  allocation  for  the  agency.  The  proprietary  funding  is  from  a 
Irect  appropriation  of  Liquor  Control  Division  proprietary  fund  and  is  for  the  Liquor  Control  Division  share  of 
rector's  Office  support  costs.  The  allocation  is  a  percentage  of  the  program's  budget.  Liquor  Control  Division 
oprietary  funds  are  an  indirect  use  of  general  fund  since  net  liquor  revenues  are  deposited  in  the  general  fund  after 
•erating  costs  are  deducted. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


- 


Budget  Summary  by  Category 

Budget  Item 

Budget 

Fiscal  20 1 2 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

5,534,250 

115,990 

0 

(1,310) 

5,534,250 

(67,842) 

70,000 

(1,310) 

11,068,500 
48,148 
70,000 
(2,620) 

98.97% 
0.43% 
0.63% 

(0.02%) 

5,731,704 

145,114 

0 

(1,310) 

5,731,704 

(36,642) 

70,000 

(1,310) 

11,463,408 

108,472 

70,000 

(2,620) 

98.49% 
0.93%! 
0.60% 

(0.02%) 

Total  Budget 

$5,648,930 

$5,535,098 

$11,184,028 

$5,875,508 

$5,763,752 

$11,639,260 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

-al20P     

FTE 



General 
Fund 

Fiscal  20 13 

State 
Special 

State 
Special 

Federal 
Special 

Total 
Funds 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

278,680 

(162,145) 

(146) 

28,725 

279,7! 

(162,18. 

(141 

(154,10' 

Total  Statewide  Present  Law  Adjustments 
$115,990 

$4,451 

$0 

$145,114* 

($67,842) 

$5,613 

$0 

($36,642' 

DP  101  -  Overtime  Pay  for  Timely  Legislative  Fiscal  Notes 

0.00                        0                        0 

0 

0 

0.00 

70,000 

0 

0 

70,OC 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

SO 

$0 

$0 

0.00 

$70,000 

$0 

$0 

$70,00 

Grand  Total  All  Present  Law  Adjustments 

0.00           $115,990 

$4,451 

$0 

$145,114* 

0.00 

$2,158 

$5,613 

$0 

$33,358 

*  "Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when' 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  No  employees  in  this  program  are  exempt  from  the  agency's  pay  plan. 

o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section, 
o     Vacancy  -  This  program  is  not  experiencing  abnormal  turnover.    . 
o     Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managu^ 

vacancies  and  moving  funds  from  other  expenditure  areas, 
o     Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 

assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties, 
o     Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 
impacts  are: 

•  14  employees  will  be  eligible  for  retirement  in  the  2013  biennium  with  an  anticipated  payout  of 
$202,740  for  leave  balances 

•  Employees  are  being  identified  for  leadership  training  and  to  transfer  knowledge  and  become 
candidates  for  vacancies  should  key  staff  retire 
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>P  101  -  Overtime  Pay  for  Timely  Legislative  Fiscal  Notes  -  A  general  fund  increase  is  requested  for  overtime  in  the 
ax  Policy  and  Research  Office  to  prepare  fiscal  notes  for  the  2013  Legislature. 


LFD 
(COMMENT 


Historical  Overtime  Expenditures 


Overtime  is  a  zero  based  budget  item  that  must  be  requested  in  full  each  biennium.    The  requested 

amount  is  an  increase  of  $14,413  over  the  amount  appropriated  by  the  2009  Legislature  for  FY  201 1 

iad  $9,357  over  the  amount  expended  in  FY  2009.    The  following  illustrates  historical  expenditures  of  the  Director's 

'•ffice  for  overtime  pay.    As  shown,  the  expenditures  spike  during  legislative  session  years.    The  2009  Legislature 

Dpropriated  $55,587  for  this  zero  based  item. 


Director's  Office  Overtime 

(by  Fiscal  Year) 


2003        2004       2005 


2006 


2007   2008   2009   2010 


ew  Proposals 

^he  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
f  each  new  proposal  are  included  in  the  individual  program  narratives. 


:w  Proposals 

Federal 
Special 

General                State 
Program                FTE                  Fund                Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

1 102  -  Sustainable  Reductions  from  17-7-140,  MCA 

01               0.00               (1,310)                        0 

Total               0.00             ($1310)                       $0 

0 
$0 

(1,310) 
(SU10) 

0.00 
0.00 

(1,310) 
(SU10) 

0 
SO 

0 
$0 

(1,310) 
(S1.310) 

P  102  -  Sustainable  Reductions  from  17-7-140.  MCA  - 

he  Department  of  Revenue,  Director's  Office  reduces  its  operating  expense  budget  by  $2,620  in  general  fund  in  the 

013  biennium  as  a  result  of  the  operating  efficiencies  achieved  through  the  17-7-140,  MCA,  budget  reduction. 

i 

he  Governor  made  reductions  to  agencies'  201 1  biennium  general  fund  budgets  in  accordance  with  17-7-140,  MCA.  A 
prtion  of  the  reduction  for  this  program  was  effective  in  FY  2011  and  therefore  is  not  reflected  in  the  base.  This 
"duction  is  to  continue  the  original  reduction  in  the  2013  biennium. 

he  budget  reductions  associated  with  this  reduction  are  for  modified  operating  practices  associated  with  cellular  phone 
l;age,  out-of-state  travel,  and  advertising  of  vacant  positions. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  o| 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

85.75 

85.75 

85.75 

85.75 

85.75 

85.75 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

4,043,708 

8,401,719 

238,120 

4,267,806 

7,981,098 

31,250 

4,314,035 

7,050,172 

238,120 

4,316,410 

7,067,911 

238,120 

8,311,514 

16,382,817 

269,370 

8,630,445 

14,118,083 

476,240 

318,931 

(2,264,734) 

206,870 

3.84%j 

(13.82%) 

76.80% 

Total  Costs 

$12,683347 

$12,280,154 

$11,602,327 

$11,622,441 

$24,963,701 

$23,224,768 

($1,738,933) 

(6.97%) 

General  Fund 
State  Special 
Other 

12,476,399 
131,279 
75,869 

12,071,923 

131,882 

76,349 

11,334,113 
131,279 
136,935 

11,354,109 
131,279 
137,053 

24,548,322 
263,161 
152,218 

22,688,222 
262,558 
273,988 

(1,860,100) 

(603) 

121,770 

(7.58%) 
(0.23%)! 
80.00%i 

Total  Funds 

$12,683,547 

$12,280,154 

$11,602327 

$11,622,441 

$24,963,701 

$23,224,768 

($1,738,933) 

(6.97%) 

Program  Description 

The  Information  Technology  and  Processing  Division  provides  technology  support  for  the  department  and  processes  aL 
tax  returns,  payments,  and  other  documents  received,  whether  in  paper  or  electronic  form.  Technology  support  include; 
both  application  development  and  support  services,  such  as  network  services  and  data,  desktop,  and  information  security 
The  division  operates  a  help  desk  and  a  mailroom,  processes  tax  returns  and  payments,  maintains  taxpayer  accounts,  anc 
manages  department  records. 

Program  Highlights 


Information  Technology  and  Processing  Division 
Major  Budget  Highlights 


General  fund  is  $1.9  million,  or  7.6%,  lower  in  the  2013  biennium  than  the 
201 1  biennium  due  in  primarily  to  the  following  factors: 

•  Statewide  present  law  adjustments  reduce  general  fund  largely 
because  of  a  $3.0  million  reduction  in  the  ITSD  fixed  cost  allocation 
to  the  agency 

•  Maintenance  costs  for  new  imaging  and  scanning  equipment  and 
software  partially  offset  the  reduction  from  statewide  present  law 
adjustments 

Personal  services  components  of  statewide  present  law  adjustments  cause 
proprietary  funds  to  increase  by  nearly  $122,000,  or  80%,  in  the  2013 
biennium  compared  to  the  201 1  biennium 


Major  LFD  Issues 


♦  Services  associated  with  a  5%  reduction  plan  item  are  not  specified 

♦  Efficiencies  were  stated  when  funding  for  the  Efficiencies  Through  Imaging 
project  was  being  requested,  but  no  associated  reductions  are  included 

♦  A  one-time  payment  to  retire  costs  of  a  prior  building  renovation  could  save 
general  fund  in  the  long-term 
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rogram  Narrative 


Yo  Reduction  Plan 

catute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
Idlowing  summarizes  the  plan  submitted  for  this  program: 

o  The  budget  request  includes  a  biennium  general  fund  reduction  of  $12,642  titled  DP  0202  -  Sustainable 
Reductions  from  17-7-140,  MCA.  Details  for  this  reduction  can  be  found  in  the  "New  Proposals"  section  for 
this  program 
o  The  plan  includes  another  item  for  this  program  that  was  not  included  in  the  executive  budget.  The  5% 
reduction  plan  identified  savings  of  $1,206,988  general  fund  and  $12,950  state  special  revenue  for  the  2013 
biennium  that  would  be  achieved  through  unspecified  reductions 


5%  Reduction  Plan  -  Unspecified  Reductions 


iSSUE 


As  stated  in  the  agency  overview,  the    5%  reduction  plan  identified  by  the  agency  does  not  specify  what 
reductions  would  be  made.  Instead,  the  agency  stated  that  reductions  would  include: 

o     Personal  services  funding  by  leaving  FTE  vacant 

o     Reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 

i  atute  requires  that  the  agency  provide  several  types  of  information  when  submitting  5%  reduction  plans  to  allow  the 
igislature  to  fully  gauge  the  impacts.   Because  the  plan  does  not  meet  that  requirement,  it  is  not  possible  to  determine 
%vice  impacts.  In  addition,  the  agency  gave  revenue  impacts  of  the  reduction.  However,  it  is  not  possible  to  determine 
hether  or  to  what  degree  revenues  would  be  impacted. 

ae  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 

,duction  plan  item  and  provide  evidence  supporting  the  revenue  reduction  estimates. 

• 

;  further  discussion  is  included  at  the  agency  level. 


funding 

|ie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
le  Governor. 


Program  Funding  Tab 

le 

Information  Technology  &  Processing 

Base             %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010           FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000  Total  General  Fund 

$     12,476,399             98.4% 

S 

11,334,113 

97.7% 

$     11,354,109 

97.7% 

01 100  General  Fund 

12,476,399             98.4% 

11,334,113 

97.7% 

11,354,109 

97.7% 

02000   Total  State  Special  Funds 

131,279               1.0% 

131,279 

1.1% 

131,279 

1.1% 

02088  Ssr  Administrative  Funds 

131,279               1.0% 

131,279 

1.1% 

131,279 

1.1% 

06000  Total  Proprietary  Funds 

75,869              0.6% 

136,935 

1.2% 

137,053 

1.2% 

06005  Liquor  Division 

75.869              0.6% 

136.935 

1.2% 

137.053 

1.2% 

Grand  Total 

%     12.683.547            100.0% 

s 

11.602.327 

100.0% 

S     11.622.441 

100.0% 

ie  Information  Technology  and  Processing  Division  is  primarily  funded  with  general  fund.  State  special  revenue  funds 
p  division's  administration  of  hail  insurance  premiums,  the  livestock  per  capita  fee,  and  lodging  facilities  tax.  The 
;bprietary  funding  is  from  a  direct  appropriation  of  Liquor  Control  Division  proprietary  fund  and  is  for  the  Liquor 
mtrol  Division  share  of  division  support  costs.  The  allocation  is  a  percentage  of  the  program's  budget.  Liquor  Control 
vision  proprietary  funds  are  an  indirect  use  of  general  fund  since  net  liquor  revenues  are  deposited  in  the  general  fund 
:er  operating  costs  are  deducted. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 

General  Fund 

Budget              Biennium 

Percent 

Budget 

Total  Funds 

Budget              Biennium 

Percent 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

12,476,399 

12,476,399 

24,952,798 

109.98% 

12,683,547 

12,683,547 

25,367,094 

109.22%| 

(1,307,580) 

(1,301,324) 

(2,608,904) 

(11.50%) 

(1,246,514) 

(1,240,140) 

(2,486,654) 

(10.71%) 

171,615 

185,355 

356,970 

1.57% 

171,615 

185,355 

356,970 

1 .54% 

(6,321) 

(6,321) 

(12,642) 

(0.06%) 

(6,321) 

(6,321) 

(12,642) 

(0.05%) 

$11,334,113 

$11,354,109 

$22,688,222 

$11,602327 

$11,622,441 

$23,224,768 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

ca!2012 

State 
Special 

Federal 
Special 



Total 
Funds 

-iscal2013 
State 
Special 



Federal 
Special 



Total 
Funds    , 

General 
FTE                   Fund 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

450,080 

(179,753) 

29,792 

(1,546,633) 

452,5! 

(179,841 

29.83 

(1,542,67*| 

Total  Statewide  Present  Law  Adjustments 

($1,307,580) 

$0 

$0 

($1,246,514)* 

($1301324) 

$0 

SO 

($1,240,140 

DP  20 1  -  Present  Law  Base  Adjustment  -  Rent 

0.00              26,675                       0 
DP  203  -  Vehicle  Reduction 

0.00               (5,060)                        0 
DP  205  -  Ongoing  Maintenance  of  Imaging  and  Scanning 

0.00             150,000                       0 

0 
0 
0 

26,675 
(5,060) 
150,000 

0.00 
0.00 
0.00 

40,415 
(5,060) 
150,000 

0 
0 
0 

0 
0 
0 

40,4i' 
(5,0W 
150,Odj 

Total  Other  Present  Law  Adjustments 

0.00            $171,615 

$0 

$0 

$171,615 

0.00 

$185355 

$0 

$0 

$1853^ 

Grand  Total  All  Present  Law  Adjustments 

0.00      ($1,135,965) 

$0 

$0 

($1,074,899)* 

0.00 

($1,115,969) 

$0 

so 

($1,054,785 

*  "Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  wher 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/oi 
clarity. 

o     Pay  Plan  Exceptions  -  Information  technology  positions  receive  an  exception  from  the  standard  agency's  pay 

plan  target  of  80%  to  95%  of  market  that  places  their  target  at  85%  to  95%  of  market, 
o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section, 
o     Vacancy  -  This  program  is  not  experiencing  abnormal  turnover, 
o     Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managing 

vacancies  and  moving  funds  from  other  expenditure  areas, 
o     Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 

assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties, 
o     Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 
impacts  are: 
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•  28  employees  will  be  eligible  for  retirement  in  the  2013  biennium  with  an  anticipated  payout  of 
$  1 1 9,424  for  leave  balances 

•  Employees  are  being  identified  for  leadership  training  and  to  transfer  knowledge  and  become 
candidates  for  vacancies  should  key  staff  retire 

,P  201  -  Present  Law  Base  Adjustment  -  Rent  -  A  general  fund  increase  is  requested  to  pay  for  rent  increases  for  an 
dsting  lease  at  the  Donovan  Building  in  Helena. 


Long-term  Savings  Could  be  Attained 

The  Donovan  Building,  which  houses  all  division  staff,  is  leased  to  the  state  by  a  private  party  under  a  1 5- 
year  lease  with  2.0  percent  annual  increases  stipulated  in  the  lease  agreement  for  base  lease  of  37,135  square 
et  of  space. 

Additionally,  modifications  to  the  space  negotiated  outside  the  original  lease  terms  added  $66,722  of  costs  that  have 
>en  amortized  over  the  full  term  of  the  lease  with  a  7.0  percent  annual  inflation  factor.  These  modifications  add  $7,197 
!  the  annual  lease  and  will  cost  the  state  $107,949  over  the  term  of  the  lease.  The  state  could  save  $34,600  over  the  long 
jm  if  it  paid  the  remaining  modification  costs  at  the  beginning  of  the  20 1 2  biennium.  Prepayment  is  allowed  in  the 
ase  contract. 

iie  legislature  may  want  to  consider  approving  $60,000  in  one-time  and  restricted  funding  to  achieve  this  savings.  If  the 
^lie-time  funding  is  approved  to  retire  the  lease  obligation  for  the  prior  facility  modifications,  the  amount  of  the  original 
:cision  package  should  be  reduced  by  $7,197  each  year  for  a  net  biennium  increase  of  $45,600  to  the  original  request. 


P  203  -  Vehicle  Reduction  -  The  agency  would  lease  one  fewer  vehicle  from  the  State  Motor  Pool,  which  reduces 
meral  fund  by  $  1 0, 1 20  over  the  biennium. 

1 

IP  205  -  Ongoing  Maintenance  of  Imaging  and  Scanning  -  This  general  fund  increase  would  fund  ongoing  vendor 
(aintenance  and  support  for  the  hardware  and  software  used  for  imaging  and  scanning  of  tax  returns,  payments,  and 
Iher  documents. 


;.FD 

ISSUE 


Operational  Efficiencies  Promised  During  Funding  Hearings 


HB  10  of  the  2009  Legislature  funded  long-range  information  technology  projects.  One  project  funded  in 
HB  10  was  the  Efficiency  Through  Imaging  project  that  funded  $3,366,178  of  long-range  information 
phnology  project  funds.  During  the  February  5,  2009,  Long-range  Planning  Joint  Appropriations  Subcommittee 
paring,  the  agency  testified  that  operational  efficiencies  would  be  achieved  in  future  biennia  if  the  Efficiency  Through 
liaging  project  was  funded  and  implemented. 

'ficiencies  that  were  identified  in  the  hearing  include  costs  to  enter,  move,  retrieve,  secure,  and  store  paper  documents, 
le  agency  stated  that  when  the  State  of  Idaho  implemented  a  similar  system,  savings  were  achieved  and  some  FTE 
:re  able  to  be  reallocated  within  their  agency  due  to  the  efficiencies.  The  agency  did  not  identify  or  commit  to  FTE 
ivings  from  the  project  but  stated  that  once  the  system  is  fully  implemented,  the  most  tangent  and  immediate  cost 
jvings  is  in  the  cost  for  temporary  staff. 
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ISSUE  CONT. 


Temporary  FTE  are  used  during  the  peak  tax  filing  season  from  February  to  June  to  augmeri 
permanent  staff  in  activities  such  as  entering  data  from  paper  filed  tax  returns  into  the  state  ta 
administration  system.  The  scanning  and  imaging  system  would  negate  the  need  to  manually  entej 
this  data  and  cut  down  on  the  need  for  some  of  the  temporary  FTE. 


In  FY  2010,  the  new  scanning  and  imaging  system  was  in  the  stage  involving  design,  contracting,  and  hardware 
acquisition,  but  not  implemented  into  any  operations.  During  that  fiscal  year,  the  department  expended  $557,865  oi 
temporary  FTE  to  process  tax  returns.  The  department  anticipates  implementing  the  equipment  via  a  pilot  project  in  Fi 
20 1 1  during  the  20 1 1  tax  season.  If  the  imaging  system  provides  the  savings  anticipated  and  as  recognized  in  Idaho,  th 
budget  for  temporary  staff  could  be  reduced  in  the  future. 

To  set  the  stage  for  savings  that  may  be  realized  in  the  2013  biennium  from  this  project,  the  legislature  may  want  to  lin> 
item  the  funding  for  temporary  staff  and  restrict  it  to  be  used  only  for  hiring  temporary  staff  during  the  peak  tax  filin; 
seasons. 

Establishing  a  line  item  appropriation  with  the  item  restricted  this  way  would: 
o     Safeguard  the  funds  from  being  used  for  other  purposes 
o     Provide  the  legislature  a  straightforward  way  to  monitor  the  expenditures 
o      Still  allow  the  agency  the  ability  to  meet  operational  demands  for  staffing  during  peak  tax  filing  seasons 

Adding  a  one-time-only  designation  would  further  safeguard  the  funds  by  removing  FY  20 1 2  expenditures  from  the  baa 
for  the  next  biennium  and  allow  the  opportunity  for  the  legislature  to  discuss  efficiencies  if  the  agency  requested  tfoj 

funds  for  the  20 1 5  biennium. 




New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussioi| 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  ">01 3 

General                State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  202  -  Sustainable  Reductions  from  17-7-140,  MCA 

02               0.00               (6,321)                        0 

Total               0.00             ($6321)                       $0 

0 
$0 

(6,321) 
($6^21) 

0.00 
0.00 

(6,321) 
($6321) 

0 
$0 

0 
$0 

(6,321 
($6321 

DP  202  -  Sustainable  Reductions  from  17-7-140,  MCA  -  The  Governor  made  reductions  to  agencies'  201 1  bienniun, 
general  fund  budgets  in  accordance  with  17-7-140,  MCA.  A  portion  of  the  reductions  was  effective  in  FY  2011  a™ 
therefore  is  not  reflected  in  the  base.  This  reduction  is  to  continue  the  original  reduction  in  the  2013  biennium. 


The  budget  reductions  associated  with  this  reduction  are  for  modified  operating  practices  associated  with  cellular  phom 
usage,  travel,  mailing  of  forms,  and  advertising  of  vacant  positions. 
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rogram  Budget  Comparison 

he  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
aiding. 


ugram  Budget  Comparison 
:dget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

i 
B 

Jrsonal  Services 
, derating  Expenses 
tuipment  &  Intangible  Assets 
insfers 

29.00 

29.00 

29.00 

29.00 

29.00 

29.00 

0.00 

0.00% 

1,573,175 

612,911 

26,700 

0 

1,744,659 

568,213 

30,125 

0 

1,788,016 

521,980 

26,700 

0 

1,789,111 

525,686 

26,700 

0 

3,317,834 

1,181,124 

56,825 

0 

3,577,127 

1,047,666 

53,400 

0 

259,293 

(133,458) 

(3,425) 

0 

7.82% 

(11.30%) 

(6.03%) 

n/a 

Total  Costs 

$2,212,786 

$2,342,997 

$2336,696 

$2341,497 

$4355,783 

$4,678,193 

$122,410 

2.69% 

'i 
her 

i 

2,212,786 

2,342,997 

2,336,696 

2,341,497 

4,555,783 

4,678,193 

122,410 

2.69% 

Total  Funds 

$2,212,786 

$2342,997 

$2336,696 

$2341,497 

$4355,783 

$4,678,193 

$122,410 

2.69% 

rogram  Description 

he  Liquor  Control  Division  administers  the  alcoholic  beverage  code.  The  division  oversees  warehousing,  inventory, 
id  shipping  of  distilled  spirits  and  fortified  wines  and  the  state  agency  liquor  stores.  The  division  also  oversees 
sensing  of  on-premise  and  off-premise  businesses,  manufacturers,  wholesalers,  warehouses,  importers,  and  liquor 
.presentatives. 

rogram  Highlights 


Liquor  Control  Division 
Major  Budget  Highlights 


♦  Liquor  enterprise  funds  increase  $122,410,  or  2.7%  in  the  2013  biennium 
when  compared  to  the  201 1  biennium 

♦  Statewide  present  law  adjustments  are  the  primary  drivers  for  the  budget 
increase 


Major  LFD  Issues 


♦     Restricted  funding  designations  are  recommended  for  two  adjustments 


inding 

l]ie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
!e  Governor. 


Program  Funding  Table 
Liquor  Control  Division 

Program  Funding 

Base 
FY  2010 

%  ofBase           Budget 
FY2010            FY20I2 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

06000    Total  Proprietary  Funds 

06005  Liquor  Division 
Grand   Total 

$       2,212,786 

2.212,786 

$       2,212,786 

100.0%     $       2,336,696 
100.0%             2.336.696 
100.0%     $       2.336.696 

100.0% 
100.0% 
100.0% 

$       2,341,497 

2.341.497 

$       2.341.497 

100.0% 
100.0% 
100.0%, 

ie  division  is  funded  with  a  direct  appropriation  of  Liquor  Control  Division  proprietary  funds.    Net  revenues  from 
luor  sales  are  transferred  to  the  general  fund  after  operating  costs  are  deducted  from  gross  revenues. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget  Fiscal  20 1 2 


Total  Funds 

Budget  Biennium 

Fiscal  20 13         Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


2,212,786 

78,910 

45,000 

0 

$2336,696 


2,212,786 

83,711 

45,000 

0 

$2341,497 


4,425,572 

162,621 

90,000 

0 

$4,678,193 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thest 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativi 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2012 — 
State 

Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total     I 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$0 


$0 


$0 


179,969 
(70,128) 
(16,914) 
(14,017) 


$78,910* 


$0 


$0 


$0 


181.11 
(70,171 
(16,241 
(10,9 


$83,71' 


DP  303  -  Personal  Services  for  Termination  Payouts 

0.00  0  0 

DP  304  -  Personal  Services  for  Overtime  and  Temporary  Staff 

0.00  0  0 

DP  305  -  Reduce  Base  Budget 

0.00  0  0 


Total  Other  Present  Law  Adjustments 

0.00  $0 

Grand  Total  All  Present  Law  Adjustments 
0.00  $0 


$0 


$0 


0 

50,000* 

0.00 

0 

0 

0 

50,0(H 

0 

55,000* 

0.00 

0 

0 

0 

55,0(X 

0 

(60,000)* 

0.00 

0 

0 

0 

(60,000 

$0 

$45,000* 

0.00 

$0 

$0 

$0 

S45,n0t 

$0 

$123,910* 

0.00 

$0 

$0 

$0 

$128,711 

*  'Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  wher> 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/oi 
clarity. 

o     Pay  Plan  Exceptions  -  No  employees  in  this  program  are  exempt  from  the  agency's  pay  plan. 

o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section, 
o     Vacancy  -  This  program  is  not  experiencing  abnormal  turnover, 
o     Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managing 

vacancies  and  moving  funds  from  other  expenditure  areas, 
o     Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 

assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties, 
o     Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 
impacts  are: 
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•  Three  employees  will  be  eligible  for  retirement  in  the  2013  biennium  with  an  anticipated  payout  of 
$49,849  for  leave  balances 

•  Employees  are  being  identified  for  a  developmental  program 

I?  303  -  Personal  Services  for  Termination  Payouts  -  This  adjustment  would  fund  payouts  of  accrued  leave  balances  in 
2  event  of  staff  terminations. 


SSUE 


Restricted  Funds 


Prior  to  the  2009  legislature,  these  funds  were  approved  as  language  appropriations,  which  are  treated  as  a 
zero  base  item  and  restricted  from  being  used  for  other  purposes  by  the  language  of  the  appropriation.  The 
!  09  Legislature  approved  $40,000  per  year  in  HB  2  for  this  purpose  and  designated  the  funding  as  restricted.  Only  $80 
<  this  appropriation  was  expended  in  the  base  year.  Because  this  funding  is  needed  only  if  staff  terminate  employment 
■  th  the  state  and  require  a  payout  for  accumulated  leave  balances,  the  legislature  may  want  to  restrict  funding  only  for 
ris  purpose. 


'.?  304  -  Personal  Services  for  Overtime  and  Temporary  Staff  -  This  adjustment  would  fund  overtime  pay  and  costs  to 
hre  additional  temporary  employees  to  maintain  statutory  service  levels  to  agency  liquor  stores  in  the  event  that  demand 
ureases. 


,FD 

ISSUE 


Restricted  Funds 


Like  the  funds  for  personal  services  termination  payouts  mentioned  above,  funding  prior  to  the  20 1 1 
biennium  was  authorized  as  language  appropriations.  The  2009  Legislature  approved  $50,000  per  year  in 
)3  2  for  this  purpose  and  designated  the  funding  as  restricted.  In  FY  20 10,  $31 ,060  of  the  funding  was  expended  for 
i  ertime.  Because  this  funding  is  needed  only  if  demand  exceeds  historical  levels,  or  that  amount  anticipated  in  the 
;  justed  base  budget,  the  legislature  may  want  to  restrict  funding  only  for  this  purpose. 


Itj  305  -  Reduce  Base  Budget  -  This  adjustment  would  reduce  funding  for  costs  associated  with  the  2011  biennium 
I luor  warehouse  renovation  project,  as  these  costs  are  not  on-going  in  nature. 

Iknguage  and  Statutory  Authority 

'  ne  executive  recommends  the  following  language  for  the  division: 

'  iquor  control  division  proprietary  funds  necessary  to  maintain  adequate  inventories,  pay  freight  charges,  and  transfer 
Ipfits  and  taxes  to  appropriate  accounts  are  appropriated  from  the  liquor  enterprise  fund  (06005)  to  the  department  in 
lb  amounts  not  to  exceed  $124,000,000  in  FY  2012  and  $130,000,000  in  FY  2013." 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  o! 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

28.00 

28.00 

28.00 

28.00 

28.00 

28.00 

0.00 

0.00%| 

Personal  Services 
Operating  Expenses 
Transfers 

1,475,880 

642,166 

0 

1,500,960 

627,860 

0 

1,527,478 

631,341 

0 

1,527,083 

633,253 

0 

2,976,840 

1,270,026 

0 

3,054,561 

1 ,264,594 

0 

77,721 

(5,432) 

0 

2.61%| 

(0.43%)| 

n/al 

Total  Costs 

$2,118,046 

$2,128,820 

$2,158,819 

$2,160336 

$4,246,866 

$4^19,155 

$72,289 

1.70% 

General  Fund 
State  Special 
Other 

1,919,257 

148,222 

50,567 

1,928,568 
149,268 

50,984 

1,920,720 
194,914 
43,185 

1,922,624 
194,497 
43,215 

3,847,825 
297,490 
101,551 

3,843,344 

389,411 

86,400 

(4,481) 

91,921 

(15,151) 

(0.12%) 

30.90% 

(14.92%) 

Total  Funds 

$2,118,046 

$2,128,820 

$2,158,819 

$2,160,336 

$4,246,866 

$4319,155 

$72,289 

1.70% 

Program  Description 

The  Citizens  Services  and  Resource  Management  Division  provides  agency  accounting,  purchasing,  and  statewide, 
facilities  safety  and  security  functions.  The  division  also  provides  customer  service  and  support  services  to  the  other 
divisions  of  the  department  including  operations  of  the  call  center,  forms  design,  one-stop  business  licensing 
coordination,  and  abandoned  property  distribution. 

Program  Highlights 


Citizens  Services  and  Resource  Management  Division 
Major  Budget  Highlights 


General  fund  remains  nearly  the  same  in  the  2013  biennium  as  in  the  2011 

biennium 

State  special  revenue  increases  $92,000,  or  30.9%  from  the  201 1  biennium  to 

the  2013  biennium  primarily  due  to  increased  reliance  on  state  special 

revenue  administration  fees  to  fund  statewide  present  law  adjustments 


Major  LFD  Issues 


♦     Services  associated  with  a  5%  reduction  plan  item  are  not  specified 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 

following  summarizes  the  plan  submitted  for  this  program: 

o  The  budget  request  includes  a  biennium  general  fund  reduction  of  $12,642  titled  DP  0202  -  Sustainable 
Reductions  from  17-7-140,  MCA.  Details  for  this  reduction  can  be  found  in  the  "New  Proposals"  section  for 
this  program 
o  The  plan  includes  another  item  for  this  program  that  was  not  included  in  the  executive  budget.  The  5% 
reduction  plan  identified  savings  of  $193,118  general  fund  and  $14,472  state  special  revenue  for  the  2013 
biennium  that  would  be  achieved  through  unspecified  reductions 
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5%  Reduction  Plan  -  Unspecified  Reductions 


As  stated  in  the  agency  overview,  the  5%  reduction  plan  identified  by  the  agency  does  not  specify  what 
reductions  would  be  made.  Instead,  the  agency  stated  that  reductions  would  include: 

o     Personal  services  funding  by  leaving  FTE  vacant 

o     Reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 

r'atute  requires  that  the  agency  provide  several  types  of  information  when  submitting  5%  reduction  plans  to  allow  the 
gislature  to  fully  gauge  the  impacts.  Because  the  plan  does  not  meet  that  requirement,  it  is  not  possible  to  determine 
rvice  impacts.  In  addition,  the  agency  gave  revenue  impacts  of  the  reduction.  However,  it  is  not  possible  to  determine 
iiether  or  to  what  degree  revenues  would  be  impacted. 


. 


>ie  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 
duction  plan  item  and  provide  evidence  supporting  the  revenue  reduction  estimates. 

\ 
further  discussion  is  included  at  the  agency  level. 


rending 

fte  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
iJ;  Governor. 


Program  Funding  Table 

Citizen  Services  &  Resource 

Mgmt 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  201 2 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$       1,919,257 

90.6% 

$ 

1,920,720 

89.0%     $       1,922,624 

89.0% 

01 100  General  Fund 

1,919,257 

90.6% 

1,920,720 

89.0% 

1,922,624 

89.0% 

02000    Tolal  State  Special  Funds 

148,222 

7.0% 

194,914 

9.0% 

194,497 

9.0% 

02025  Unclaimed  Property 

114,222 

5.4% 

138,911 

6.4% 

138,803 

6.4% 

02088  Ssr  Administrative  Funds 

34,000 

1.6% 

56,003 

2.6% 

55,694 

2.6% 

06000    Total  Proprietary  Funds 

50,567 

2.4% 

43,185 

2.0% 

43,215 

2.0% 

06005  Liquor  Division 

50.567 

2.4% 

43,185 

2.0% 

43.215 

2.0% 

Grand   Total 

$       2.118.046 

100.0% 

s 

2.158.819 

100.0%     $       2.160.336 

100.0% 

te  Citizens  Services  and  Resource  Management  Division  is  funded  primarily  by  the  general  fund,  with  a  small  amount 
[ '  state  special  revenue  and  proprietary  funds.  The  proprietary  funding  is  from  a  direct  appropriation  of  Liquor  Control 
I  vision  proprietary  fund  and  is  for  the  Liquor  Division  share  of  this  program's  support  costs.  The  allocation  is  a 
[xcentage  of  the  program's  budget.  Liquor  Control  Division  proprietary  funds  are  an  indirect  use  of  general  fund  since 
i  ft  liquor  revenues  are  deposited  in  the  general  fund  after  operating  costs  are  deducted.  State  special  revenue  funds  the 
(Psion's  administration  of  hail  insurance  premiums  and  livestock  per  capita  fee,  and  for  support  of  the  unclaimed 
[  operty  program. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


-Genera]  Fund- 


-Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


1,919,257 

1,861 

0 

(398) 


1,919,257 

3,765 

0 

(398) 


$1,920,720  $1,922,624 


3,838,514 

5,626 

0 

(796) 

$3,843344 


99.87% 
0.15% 
0.00% 

(0.02%) 


2,118,046 

41,171 

0 

(398) 

$2,158,819 


2,118,046 

42,688 

0 

(398) 

$2,160336 


4,236,092 

83,859 

0 

(796) 

$4319,155 


98.08% 
1 .94% 
0.00% 

(0.02%) 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$1,861  $46,692 


Grand  Total  All  Present  Law  Adjustments 

0.00  $1,861  $46,692 


$0 


$0 


115,241 
(63,643) 
(10,427) 


$41,171* 


$41,171* 


0.00 


$3,765 


$3,765 


$46,275 


$46,275 


$0 


$0 


114.83C 

(63,627| 

(8,5151 


$42,688' 


$42.688' 


*  "Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  No  employees  in  this  program  are  exempt  from  the  agency's  pay  plan. 

o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section. 
o     Vacancy  -  This  program  is  not  experiencing  abnormal  turnover, 
o     Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managing 

vacancies  and  moving  funds  from  other  expenditure  areas, 
o     Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 

assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties, 
o     Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 
impacts  are: 

•  Eight  employees  will  be  eligible  for  retirement  in  the  20 1 3  biennium  with  an  anticipated  payout  of 
$74,749  for  leave  balances 

•  Employees  are  being  identified  for  a  developmental  program  to  transfer  knowledge  and  become 
candidates  for  vacancies  should  key  staff  retire 
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Sew  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
if  each  new  proposal  are  included  in  the  individual  program  narratives. 


Jew  Proposals 


Program 


FTE 


Fiscal  2012 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  20 13 

General  State  Federal  Total 

Fund  Special  Special  Funds 


)P  502  -  Sustainable  Reductions  from  17-7-140,  MCA 

05  0.00  (398)  0 


Total 


0.00 


(S398) 


$0 


0 
$0 


(398) 
(S398) 


0.00 
0.00 


(398) 
(S398) 


0 
SO 


0 

so 


(398) 
($398) 


DP  502  -  Sustainable  Reductions  from  17-7-140,  MCA  -  The  Governor  made  reductions  to  agencies'  2011  biennium 
»eneral  fund  budgets  in  accordance  with  17-7-140,  MCA.  A  portion  of  the  reductions  was  effective  in  FY  2011  and 
,herefore  is  not  reflected  in  the  base.  This  reduction  is  to  continue  the  original  reduction  in  the  201 3  biennium. 

The  budget  reductions  associated  with  this  reduction  are  for  modified  operating  practices  associated  with  printing  fewer 
ax  forms,  modifying  cellular  phone  usage,  modifying  out  of  state  travel,  reducing  fixed  costs,  and  implementing  changes 
■n  advertising  of  vacant  positions. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

156.95 

156.95 

169.95 

169.95 

156.95 

169.95 

13.00 

8.28% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

8,593,301 

1,944,528 

52,799 

9,311,179 

1,946,482 

0 

9,756,756 

2,022,115 

0 

9,756,526 

2,035,325 

0 

17,904,480 

3,891,010 

52,799 

19,513,282 

4,057,440 

0 

1,608,802 
166,430 
(52,799) 

8.99% 

4.28% 

(100.00%) 

Total  Costs 

$10,590,628 

$11,257,661 

$11,778,871 

$11,791,851 

$21,848,289 

$23,570,722 

$1,722,433 

7.88% 

General  Fund 
State  Special 
Federal  Special 

10,028,704 
357,982 
203,942 

10,688,922 
362,292 

206,447 

10,834,971 
674,690 
269,210 

10,845,762 
675,871 
270,218 

20,717,626 
720,274 
410,389 

21,680,733 

1,350,561 

539,428 

963,107 
630,287 
129,039 

4.65% 
87.51% 
31.44% 

Total  Funds 

$10,590,628 

$11,257,661 

$11,778,871 

$11,791,851 

$21,848,289 

$23,570,722 

$1,722,433 

7.88% 

Program  Description 

The  Business  and  Income  Taxes  Division  administers  and  collects  38  Montana  taxes  and  fees  including  but  not  limited  to 
corporation  license,  natural  resource,  withholding,  individual  income,  lodging  facilities,  cigarette  and  tobacco  products, 
contractor's  gross  receipts,  and  telecommunications  taxes.  The  division  values  all  industrial  and  centrally  assessed 
property  in  the  state.  The  division  also  operates  the  Collection  Services  Program,  which  is  funded  with  proprietary 
funds. 

Program  Highlights 


Business  and  Income  Taxes  Division 
Major  Budget  Highlights 


General  fund  is  $963,107,  or  4.7%,  higher  in  the  2013  biennium  than  the 
201 1  biennium  due  primarily  to  the  following  offsetting  adjustments: 

•  An  increase  of  8.00  FTE  for  compliance  audits  of  non-residents  and 
out-of-state  companies 

•  An  increase  for  statewide  present  law  adjustments 

•  A  reduction  in  the  number  of  vehicles  leased  from  the  State  Motor 
Pool 

•  A  reduction  associated  with  installing  video  conferencing  equipment 
in  the  base,  the  costs  for  which  are  not  ongoing 

•  A  reduction  to  continue  into  the  2013  biennium  ongoing  Governor's 
reductions  of  17-7-140,  MCA,  that  were  implement  in  FY  201 1 

State  special  revenue  is  $630,000,  or  87.5%  higher  in  the  2013  biennium  than 
the  201 1  biennium  due  primarily  to: 

•  Funding  to  add  2.00  FTE  with  abandoned  property  state  special 
revenue  for  address  workload  impacts 

•  Funding  to  add  3.00  FTE  with  tobacco  settlement  state  special 
revenue  for  tobacco  tax  compliance  work 

Federal  special  revenue  is  $129,000,  or  31.4%  higher  in  the  2013  biennium 

than  the  2011  biennium  due  to  funding  to  increase  federal  mineral  royalty 

audit  activities  to  the  level  of  the  most  current  federal  mineral  royalty  audit 

agreement 

FTE  increases  by  13.00  FTE,  or  8.3%  for  reasons  highlighted  above 
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Major  LFD  Issues 


♦  Services  associated  with  a  5%  reduction  plan  item  are  not  specified 

♦  Collection  services  internal  services  fund  balance  is  being  depleted 


Program  Narrative 

Wo  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
ollowing  summarizes  the  plan  submitted  for  this  program: 

o  The  budget  request  includes  a  biennium  general  fund  reduction  of  $4,822  titled  DP  0702  -  Sustainable 
Reductions  from  17-7-140,  MCA.  Details  for  this  reduction  can  be  found  in  the  "New  Proposals"  section  for 
this  program 
o  The  plan  includes  another  item  for  this  program  that  was  not  included  in  the  executive  budget.  The  5% 
reduction  plan  identified  savings  of  $965,590  general  fund  and  $35,800  state  special  revenue  for  the  2013 
biennium  that  would  be  achieved  through  unspecified  reductions 


LFD 

ISSUE 


5%  Reduction  Plan  -  Unspecified  Reductions 


As  stated  in  the  agency  overview,  the  5%  reduction  plan  identified  by  the  agency  does  not  specify  what 
reductions  would  be  made.  Instead,  the  agency  stated  that  reductions  would  include: 

o     Personal  services  funding  by  leaving  FTE  vacant 

o     Reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 

>tatute  requires  that  the  agency  provide  several  types  of  information  when  submitting  5%  reduction  plans  to  allow  the 
egislature  to  fully  gauge  the  impacts.  Because  the  plan  does  not  meet  that  requirement,  it  is  not  possible  to  determine 
ervice  impacts.  In  addition,  the  agency  gave  revenue  impacts  of  the  reduction.  However,  it  is  not  possible  to  determine 
vhether  or  to  what  degree  revenues  would  be  impacted. 

[he  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 
'eduction  plan  item  and  provide  evidence  supporting  the  revenue  reduction  estimates. 

\  further  discussion  is  included  at  the  agency  level. 


"unding 

fhe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  201 1  biennium  as  recommended  by 
he  Governor. 


Program  Funding  Table 

Business  And  Income  Taxes  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$      10,028,704 

94.7% 

$ 

10,834,971 

92.0%     $      10,845,762 

92.0% 

01 100  General  Fund 

10,028,704 

94.7% 

10,834,971 

92.0% 

10,845,762 

92.0% 

02000    Total  State  Special  Funds 

357,982 

3.4% 

674,690 

5.7% 

675,871 

5.7% 

02025  Unclaimed  Property 

201,911 

1.9% 

342,910 

2.9% 

343,716 

2.9% 

02110  Accommodation  Tax  Admin 

131,094 

1.2% 

135,694 

1.2% 

136,491 

1.2% 

02790  6901 -Statewide  Tobacco  Sttlmnt 

24,977 

0.2% 

196,086 

1.7% 

195,664 

1.7% 

03000    Total  Federal  Special  Funds 

203,942 

1.9% 

269,210 

2.3% 

270,218 

2.3% 

03928  Royalty  Audit  -  Nrct 

203.942 

1.9% 

269.210 

2.3% 

270.218 

2.3% 

Grand   Total 

%      10.590.628 

100.0% 

S 

11.778.871 

100.0%     S      11,791,851 

100.0% 
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The  Business  and  Income  Taxes  Division  is  primarily  funded  with  general  fund  and  some  state  special  revenue,  federal 
special  revenue,  and  proprietary  funds.  State  special  revenue  comes  from  the  accommodations  tax  and  funds  expenses 
for  administering  the  tax.  Federal  special  revenue  comes  from  reimbursements  for  performing  mineral  royalty  audits. 
The  finances  of  the  Collections  Services  Program  are  not  shown  in  the  HB  2  tables  because  it  is  funded  with  proprietary 
funds.  The  Collections  Services  Program  is  discussed  in  the  Proprietary  Rates  Section  that  follows  the  HB  2  discussion. 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 

Fund 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  20 12 

Budget 

Fiscal  2013 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

10,028,704 
366,537 
(57,859) 
497,589 

$10,834,971 

10,028,704 
377,328 
(57,859) 
497,589 

$10,845,762 

20,057,408 

743,865 

(115,718) 

995,178 

$21,680,733 

92.51% 
3.43% 

(0.53%) 
4.59% 

10,590,628 

399,318 

8,161 

780,764 

$11,778,871 

10,590,628 

412,015 

8,161 

781,047 

$11,791,851 

21,181,256 

811,333 

16,322 

1,561,811 

$23,570,722 

89.86% 
3.44% 
0.07% 
6.63% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


„__ Fiscal  2012 

General  State  Federal 

Fund  Special  Special 


Total 

Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$366337  $33,533 

DP  703  -  Vehicle  Reduction 

0.00  (5,060) 

DP  704  -  Additional  Federal  Royalty  Audit  Authority 

0.00  0 

DP  709  -  Reduce  Base  Budget 

0.00  (52,799) 


Total  Other  Present  Law  Adjustments 

0.00  ($57,859) 

Grand  Total  All  Present  Law  Adjustments 
0.00  $308,678  $33333 


($752) 


807,687 

(376,035) 

(13,524) 

(18,810) 


$399^18 


$377328 


0 

0 

(5,060) 

0.00 

(5,060) 

0 

66,020 

66,020 

0.00 

0 

0 

0 

(52,799) 

0.00 

(52,799) 

0 

$66,020 

$8,161 

0.00 

($57,859) 

3 

$65,268 

$407,479 

0.00 

$319,469 

$34,431 

0 
0 
0 

$0 

$34,431 


809,231 

(376,103)1 

(13,330)1 

(7,783) 


$256  $412,015 


0 

66,020 

0 

$66,020 

$66,276 


(5,060; 

66,020 

(52,799) 

$8,16i 

$420,176 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  Auditor  positions  in  this  program  receive  an  exception  from  the  standard  agency's  pay 

plan  target  of  80%  to  95%  of  market  that  places  their  target  at  85%  to  95%  of  market, 
o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section, 
o     Vacancy  -  Entry  level  administrative  staff  positions  in  this  division  are  experiencing  high  rates  of  turnover  but 
many  are  moving  to  vacated  higher  level  positions  in  the  program  and  there  are  no  programmatic  impacts  from 
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this  turnover. 

Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managing 

vacancies  and  moving  funds  from  other  expenditure  areas. 

Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 

assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties. 

Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 

impacts  are: 

•  32  employees  will  be  eligible  for  retirement  in  the  2013  biennium  with  an  anticipated  payout  of 
$379,912  for  leave  balances.  The  agency  does  not  anticipate  any  employees  will  retire 

•  Employees  are  being  identified  for  leadership  training  and  to  transfer  knowledge  and  become 
candidates  for  vacancies  should  key  staff  retire 

*)P  703  -  Vehicle  Reduction  -  The  agency  would  lease  one  fewer  vehicle  from  the  State  Motor  Pool,  which  would  reduce 


1 


general  fund  by  $10,120  over  the  biennium. 

3P  704  -  Additional  Federal  Royalty  Audit  Authority  -  An  increase  in  federal  funding  is  requested  to  increase  funding  to 
he  level  authorized  in  an  agreement  with  the  federal  government  for  state  participation  in  the  federal  mineral  royalty 
".uditing  program.  This  adjustment  would  increase  funding  to  the  current  agreement  amount  of  $353,253  per  year. 

3P  709  -  Reduce  Base  Budget  -  This  adjustment  would  reduce  funding  for  costs  associated  with  the  2011  biennium 
.nstallation  of  video  conferencing  equipment,  as  these  costs  are  not  on-going  in  nature. 

"Jew  Proposals 

Tie  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
"if  each  new  proposal  are  included  in  the  individual  program  narratives. 


•(ew  Proposals 

General                State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

IP  702  -  Sustainable  Reductions  from  17-7-140,  MCA 

07               0.00               (2,411)                        0 

0 

(2,411) 

0.00 

(2,411) 

0 

0 

(2,411) 

iP  706  -  Modified  FTE  into  Permanent  -  Abandoned  Property 

07               2.00                        0              112,066 

0 

112,066 

2.00 

0 

112,771 

0 

112,771 

;  P  707  -  Modified  FTE  into  Permanent-Tobacco  Tax  Revenues 

07               3.00                        0              171,109 

0 

171,109 

3.00 

0 

170,687 

0 

170,687 

'P  708  -  Increase  Revenues  via  Fair  Share  Tax  Compliance. 

07              8.00             500,000                       0 

0 

500,000 

8.00 

500,000 

0 

0 

500,000 

Total             13.00            $497,589            $283,175 

$0 

$780,764 

13.00 

$497,589 

$283,458 

so 

$781,047 

)?  702  -  Sustainable  Reductions  from  17-7-140,  MCA  -  The  Governor  made  reductions  to  agencies'  2011  biennium 


;eneral  fund  budgets  in  accordance  with  17-7-140,  MCA.    A  portion  of  the  reductions  was  effective  in  FY  2011  and 
|aerefore  is  not  reflected  in  the  base.  This  reduction  is  to  continue  the  original  reduction  in  the  20 1 3  biennium. 

Tie  budget  reductions  associated  with  this  reduction  are  for  modified  operating  practices  associated  with  cellular  phone 
^.sage,  travel,  and  advertising  of  vacant  positions. 

i)P  706  -  Modified  FTE  into  Permanent  -  Abandoned  Property  -  State  special  revenue  is  requested  to  fund  2.00  FTE  to 
ddress  workload  issues  in  the  abandoned  property  program. 
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LFD 
COMMENT 


Actions  of  the  2009  Legislature 


The  200.9  Legislature  appropriated  $218,874  state  special  revenue  with  a  one-time-only  designation  to 
address  workload  issues.  When  appropriating  the  funds,  the  legislature  did  not  concur  in  the  addition 
of  2.00  FTE  as  requested  by  the  executive,  but  instead  provided  the  flexibility  to  add  modified  FTE,  which  are  not  used 
to  build  the  budget  in  the  next  budget  cycle,  with  the  funds.  The  department's  biennial  report  show  that  the  amount  of 
property  returned  to  the  state  has  tripled  in  the  last  ten  years.  A  significant  area  of  growth  is  in  the  area  of  corporate 
stock  and  mutual  funds.  The  current  securities  portfolio  held  by  the  state  in  unclaimed  property  consists  of  over  1.0 
million  shares  of  stock  and  mutual  funds  in  approximately  750  corporations. 

In  FY  2010,  $7.9  million  was  deposited  in  the  general  fund  due  to  abandoned  property  collections.  The  FY  2010  amount 
is  an  increase  from  the  $1.8  million  deposited  in  FY  2009.  However,  all  the  growth  cannot  be  directly  tied  to  the 
modified  positions  as  the  2.00  FTE  authorized  were  only  utilized  for  the  equivalent  of  0.63  FTE. 


Funding  for  these  positions  is  from  a  statutorily  allowable  administrative  deduction  from  the  general  fund  deposit  to 
cover  expenses  incurred  by  the  state  administering  the  Uniform  Unclaimed  Property  Act. 

The  primary  purpose  for  the  FTE  requested  in  this  adjustment  would  be  to  track  the  original  shares  of  the  security  and 
associated  splits,  and  account  for  dividend  payments.  This  reconciliation  workload  would  continue  until  the  rightful 
owner  is  identified 


DP  707  -  Modified  FTE  into  Permanent-Tobacco  Tax  Revenues  -  State  special  revenue  funds  from  the  state  tobacco 
settlement  are  requested  to  fund  the  addition  of  3.00  FTE  to  support  tobacco  tax  compliance  activities. 


LFD 
COMMENT 


Actions  of  the  2009  Legislature 


The  2009  Legislature  appropriated  $356,000  state  special  revenue  with  a  one-time-only  designation. ■  j- 
When  appropriating  the  funds,  the  legislature  did  not  concur  in  the  addition  of  3.00  FTE  as  requested 
by  the  executive,  but  instead  provided  the  flexibility  to  fund  modified  FTE  with  the  funds.    The  FTE  of  this  request 
would  audit  tobacco  wholesalers  and  retailers  to  verify  they  are  in  compliance  with  the  tobacco  master  settlement 
agreement. 


DP  708  -  Increase  Revenues  via  Fair  Share  Tax  Compliance.  -  This  increase  would  fund  the  addition  of  8.00  FTE  to 
provide  auditing  and  other  tax  compliance  activities  aimed  at  areas  where  the  department  has  identified  high  rates  of 
non-compliance  with  Montana's  tax  laws.  The  areas  these  FTE  would  concentrate  on  are  non-residents  and  out-of-state 
companies. 


LFD 
ISSUE 


Similar  Funding  Was  Appropriated  by  the  2007  and  2009  Legislatures 


The  2007  and  2009  Legislatures  approved  funding  to  add  a  combined  22.00  FTE  to  this  program  to  address 
key  compliance  issues  very  similar  to  the  issues  identified  in  this  request.    The  legislature  may  want  to 

discuss  the  results  achieved  from  previous  staffing  increases  and  what  results  would  be  achieved  from  funding  this 

request. 

2009  and  2011  Biennium  FTE  Funding 

For  the  2009  biennium,  the  legislature  added  funding  to  add  10.00  FTE  and  also  appropriated  $2.1  million  for  contracted 
services  to  address  compliance  in  areas  such  as  pass-through  entities,  natural  resource  audits,  issues  related  to  Montana 
source  income,  and  issues  associated  with  nonresident  taxpayers. 
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The  2009  biennium  funding  was  also  intended  to  measure  and  analyze  tax  compliance  problems  to 
develop  performance  measures  and  objectives.  In  addition  to  expending  $486,000  on  contracted 
services  the  agency  used  the  remaining  contracted  services  funding  to  add  12.00  modified  FTE. 
The  2009  legislature  then  approved  a  request  for  the  2011  biennium  to  convert  the  base  funding 
■•xpended  on  contracted  services  to  personal  services  to  fund  the  addition  of  12.00  FTE.  The  FTE  added  for  the  201 1 
>iennium  were  intended  to  address  compliance  issues  associated  with  pass-through  entities'  partners  and  shareholders 
hat  have  not  filed  or  have  underreported  income,  nonresidents  selling  property  in  Montana  who  have  not  filed  or  have 
)een  identified  through  the  cross-matching  of  department  data  with  various  data  sources. 

7TE  Growth 

liiince  FY  2004,  when  the  department  was  reorganized  to  align  the  organizational  structures  of  programs  with  the 
unctions  they  served,  this  program  has  grown  from  102.78  FTE  to  156.95  FTE  in  the  201 1  biennium.  If  all  the  FTE 
equested  for  this  program  are  approved  the  program  would  have  169.95  FTE  or  67.17  FTE  in  the  2013  biennium  more 
han  in  FY  2004. 

Tax  Gap 

Tie  department  estimates  Montana's  tax  gap  at  approximately  $300.0  million  annually.  Tax  gap  is  the  measure  of  the 
difference  between  taxes  owed  and  taxes  paid  timely  and  voluntarily.  In  its  request  the  department  states  that  the  FTE 
;.dded  by  this  request  would  narrow  the  tax  gap  and  generate  $5.0  million  additional  revenue  for  the  2013  biennium.  No 
{uantitative  data  is  provided  to  support  the  estimate  of  additional  revenue  from  the  $1.0  million  biennium  cost  of  this 
equest.  Instead,  the  department  states  the  federal  tax  gap  and  establishes  an  estimate  for  Montana  from  this  estimate  and 
bindings  identified  in  a  sampling  of  past  compliance  audits. 

■'ast  Efforts  to  Verify  Outcomes  from  Prior  FTE  Additions 

Tie  Legislative  Fiscal  Division  has  attempted  to  independently  verify  revenue  increases  that  result  from  the  addition  of 
•ompliance  FTE.  The  accounting  structure  used  by  the  department  to  record  revenues,  concerns  raised  by  the 
department  about  tax  data  confidentiality,  and  concerns  with  placing  quotas  on  auditors  activities  have  stymied  these 
;;;fforts  to  provide  independent  verification.  Instead,  reliance  is  placed  on  aggregated  amounts  recorded  or  characterized 
Ms  being  due  to  compliance  activities  or  generalized  revenue  growth  figures  that  fail  to  isolate  natural  revenue  growth 
! com  growth  due  the  department's  compliance  activities.  As  a  result,  claims  of  results  from  past  compliance  efforts 
iiannot  be  independently  verified. 

.egislative  Actions 

f  the  legislature  wants  to  verify  the  return  on  its  tax  compliance  investment  it  may  want  to  consider  the  following 
Actions  when  considering  this  request: 

Designate  funding  as  restricted  and  one  time  only  and  provide  specific  requirements  for  reporting  outcomes 
associated  with  compliance  funding.  Restricting  the  funding  would  prevent  the  department  from  transferring 
funding  for  purposes  other  than  the  legislature  designates  purpose.  Making  the  funding  one  time  only  would  remove 
the  funding  from  the  base  and  require  the  executive  to  request  the  funding  from  the  next  legislature.  If  specific 
reporting  requirements  were  established,  that  information  could  be  used  when  evaluating  subsequent  requests  for 
funding. 

The  legislature  could  request  the  department  to  work  with  the  appropriate  interim  committee  to  define  the  definitions 
and  accounting  structure  needed  to  independently  verify  return  on  investment  in  compliance.  This  would  include: 
o     Defining  activities  that  generate  revenue  not  due  to  compliance  activities  and  activities  that  generate 

compliance  revenue 
o     Establishing  an  accounting  structure  for  tracking  compliance  expenditures  and  revenues  separately  from 

non-compliance  expenditures  and  revenues 
o     Designating  criteria  for  reporting  to  the  legislature  while  it  evaluates  subsequent  compliance  funding 
requests 
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Proprietary  Rates 

Proprietary  Program  Description 

Collections  Services  Program  (BIT  Collection  Services  -  06554) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06554  shows  the  financial  information  for  j 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 


201 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 

Fund                Fund  Name           Agency  # 

Agency  Name 

Program  Name 

06554     BIT  Collection  Services     58010 

Department  of  Revenue 

Business  &  Income  Tax  Division 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Charges  for  Services  (non-DOR) 

$63,131 

$57,438 

$75,000 

$75,000 

Charges  for  Services  (DOR) 

46.237 

74.054 

75.000 

75.000 

Net  Fee  Revenue 

$109,368 

$131,492 

$150,000 

$150,000 

Total  Operating  Revenue 

$109368 

$131,492 

$150,000 

$150,000 

Operating  Expenses: 

Personal  Services 

145,548 

143,702 

148,993 

149,187 

Other  Post  Employment  Expense 

9,548 

Other  Operating  Expenses 

29.276 

39.786 

29285 

29.605 

Total  Operating  Expenses 

$184372 

$183,488 

$178,278 

$178,792 

Operating  Income  (Loss) 

($75,004) 

($51,996) 

($28,278) 

($28,792) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses 

)                                    $0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

($75,004) 

($51,996) 

($28,278) 

($28,792) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

($75,004) 

($51^96) 

($28,278) 

($28,792) 

Total  Net  Assets-  July  1  -  As  Restated 

184,817 

109,812 

57,817 

29,539 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

0 

0 

0 

0 

Net  Assets-  June  30 

$109,812 

$57,817 

$29,539 

$747 

60  days  of  expenses 

$30,729 

$30,581 

$29,713 

$29,799 

LFD 
ISSUE 


Diminishing  Fund  Balance 


The  above  figure  for  fund  06554  shows  that  operating  losses  are  depleting  net  assets.  At  the  end  of  FY  2012 
the  fund  is  expected  to  be  at  roughly  a  60-day  working  capital  level,  but  less  than  a  two-day  level  by  the  end 

of  FY  2013.    This  illustrates  that  revenues  are  not  sufficient  to  support  ongoing  operating  expenses  for  the  program. 

Personal  service  costs  alone  consume  nearly  all  of  the  fee  revenue  generated  by  the  program.   Since  operating  expenses 

are  dominated  heavily  by  fixed  costs,  the  program  has  little  control  to  reduce  them. 
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Because  the  program's  funding  in  based  upon  a  fixed  percentage  of  the  debt  collected  for  this  and 
other  state  agencies,  either  the  percentage  charged  to  agencies  would  need  to  be  increased  or  the 
agency  would  have  to  find  ways  to  collect  the  debt  more  efficiently.  If  expenditures  were  to  be 
maintained  at  a  level  sustainable  at  current  anticipated  revenues,  a  reduction  of  9.5%,  or  $17,000,  in 

xpenditures  necessary  to  collect  the  same  amount  of  debt  would  be  required.    The  debt  collections  rate  necessary  to 

ustain  projected  expenditures  would  need  to  be  5.49%,  or  a  9.8%  increase  in  the  rate. 

ivs  seen  below  the  program  is  not  requesting  a  higher  rate  nor  is  it  proposing  any  expenditure  reductions.  The  legislature 
lay  want  to  ask  the  agency  what  actions  it  plans  to  take  to  provide  adequate  funding  for  the  program  or  what  changes  it 
nticipates  for  controlling  expenses  within  available  revenue. 


'rogram  Description 

The  Collection  Services  Program  collects,  on  behalf  of  state  agencies,  debt  associated  with  delinquent  accounts.  The 
program  serves  all  state  agencies  and  is  funded  through  a  service  charge  for  collecting  on  delinquent  accounts. 

Program  Narrative 

I 
'■Expenses 

significant  costs  for  the  program  are  for: 

o     Personal  services  for  3.50  FTE,  $144,380  or  83.1%  of  total  costs 
o     Operating  costs,  $29,275  with  60.7%  of  these  costs  due  to: 

•  Fixed  cost  items  (rent,  insurance,  SABHRS  fees,  etc.),  $10,897 

•  Postage  and  mailing  costs,  $6,868 

Revenues 

;'he  program  revenues  are  generated  from  a  fixed  percentage  collection  commission  based  on  the  amount  of  bad  debt 
bnds  the  program  is  able  to  recover.  The  exception  is  that  general  fund  pays  the  collection  charge  for  child  support 
payment  collections. 

unding  Sources 

he  funding  sources  that  pay  for  the  services  provided  by  this  program  cannot  be  determined  as  the  expenditure  account 
jstablished  for  Department  of  Revenue  bad  debt  collection  fee  is  not  used  uniformly  by  agencies. 


i'resent  Law  Adjustments 

:'he  only  adjustments  impacting  this  program  are  for  statewide  present  law  adjustments  of  $4,623  in  FY  2012  and  $5,137 

■ii  FY  2013 

I 

Proprietary  Rates 

(or  the  2013  biennium  the  executive  requests  a  maximum  delinquent  account  collection  fee  of  5%  of  amount  collected, 
;'ith  an  exemption  from  the  rate  for  collections  of  overpaid  child  support  payments  made  to  custodial  parents  or 
Ijallection  of  delinquent  child  support  payments  from  noncustodial  parents. 

I 

}he  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium,  they  are  not  the 

Mites  the  program  must  charge. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 

Fiscal  20 11 

Budget 

Fiscal  20 12 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

306.35 

306.35 

308.35 

308.35 

306.35 

308.35 

2.00 

0.65% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

15,341,621 

4,220,215 

66,158 

15,647,483 

4,404,054 

8,720 

15,893,205 

3,981,300 

66,158 

15,897,286 

4,014,565 

66,158 

30,989,104 

8,624,269 

74,878 

31,790,491 

7,995,865 

132,316 

801,387 

(628,404) 

57,438 

2.59% 
(7.29%) 
76.71% 

Total  Costs 

$19,627,994 

$20,060,257 

$19,940,663 

$19,978,009 

$39,688,251 

$39,918,672 

$230,421 

0.58% 

General  Fund 
State  Special 

19,611,082 
16,912 

19,995,787 
64,470 

19,870,499 
70,164 

19,912,838 
65,171 

39,606,869 
81,382 

39,783,337 
135,335 

176,468 
53,953 

0.45% 
66.30% 

Total  Funds 

$19,627,994 

$20,060,257 

$19,940,663 

$19,978,009 

$39,688,251 

$39,918,672 

$230,421 

0.58% 

Program  Description 

The  Property  Assessment  Division  values  all  residential,  commercial,  agricultural,  forestland,  and  business  equipment 
property  in  Montana  for  property  tax  purposes.  The  division  is  comprised  of  a  central  office  located  in  Helena  and  six 
regions.  There  is  a  local  Department  of  Revenue  office  in  each  of  the  county  seats  within  the  regional  areas. 

Program  Highlights 
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Major  Budget  Highlights 


General  fund  is  $176,500,  or  0.5%,  higher  in  the  2013  biennium  than  the 

2011  biennium 

General  fund  increases  are  for: 

•  Statewide  present  law  adjustments 

•  Rent  increases  for  county  offices 

•  Funding  to  add  1 .00  FTE  for  a  county  assessor  in  Granite  County 
General  fund  reductions  are  to: 

•  Extend  the   ongoing  portion  of  Governor's    17-7-140  FY  2011 
reductions  into  the  2013  biennium 

•  Lease  four  fewer  vehicles  from  the  State  Motor  Pool 

State  special  revenue  is  nearly  $54,000,  or  66.3%,  higher  in  the  2013 
biennium  than  the  20 1 1  biennium  due  largely  to  funding  to  add  1 .00  FTE  to 
administer  hail  insurance  premiums  and  livestock  per  capita  fees 
Staffing  would  increase  by  2.00  FTE  for: 

•  A  county  assessor  in  Granite  County,  1 .00  FTE 

•  Administration  of  hail  insurance  premiums  and  livestock  per  capita 
fees,  1.00  FTE 


Major  LFD  Issues 


♦     Services  associated  with  a  5%  reduction  plan  item  are  not  specified 
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>% Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
allowing  summarizes  the  plan  submitted  for  this  program: 

o  The  budget  request  includes  a  biennium  general  fund  reduction  of  $95,500  titled  DP  0802  -  Sustainable 
Reductions  from  17-7-140,  MCA.  Details  for  this  reduction  can  be  found  in  the  "New  Proposals"  section  for 
this  program 
o  The  plan  includes  another  item  for  this  program  that  was  not  included  in  the  executive  budget.  The  5% 
reduction  plan  identified  savings  of  $1,931,180  general  fund  and  $2,286  state  special  revenue  for  the  2013 
biennium  that  would  be  achieved  through  unspecified  reductions 


■lfd 
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5%  Reduction  Plan  -  Unspecified  Reductions 


o 
o 


As  stated  in  the  agency  overview,  the  5%  reduction  plan  identified  by  the  agency  does  not  specify  what 
reductions  would  be  made.  Instead,  the  agency  stated  that  reductions  would  include: 

Personal  services  funding  by  leaving  FTE  vacant 

Reduction  of  operating  expenses  used  to  fund  services  mandated  by  law 


tatute  requires  that  the  agency  provide  several  types  of  information  when  submitting  5%  reduction  plans  to  allow  the 
'jgislature  to  fully  gauge  the  impacts.  Because  the  plan  does  not  meet  that  requirement,  it  is  not  possible  to  determine 
srvice  impacts.  In  addition,  the  agency  gave  revenue  impacts  of  the  reduction.  However,  it  is  not  possible  to  determine 
mether  or  to  what  degree  revenues  would  be  impacted. 

Tie  legislature  may  want  to  direct  the  agency  to  specify  what  services  would  be  reduced  or  eliminated  under  this 
eduction  plan  item  and  provide  evidence  supporting  the  revenue  reduction  estimates. 

L  further  discussion  is  included  at  the  agency  level. 


ending 

he  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  201 1  biennium  as  recommended  by 
le  Governor. 


Program  Funding  Table 
Property  Assessment  Division 

Program  Funding 

Base 
FY  2010 

%  of  Base 
FY  2010 

Budget 
FY  2012 

%  of  Budget 
FY  2012 

Budget 
FY  201 3 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 

02000    Total  State  Special  Funds 

02088  Ssr  Administrative  Funds 
02320  Property  Value.  Improv.  Fund 

Grand   Total 

$ 

$ 

19,611,082 

19,611,082 

16,912 

16.912 
19.627.994 

99.9% 

99.9% 

0.1% 

0.1% 
100.0% 

s 

19,870,499 

19,870,499 

70,164 

53,252 

16.912 

19.940.663 

99.6% 

99.6% 

0.4% 

0.3% 

0.1% 

100.0% 

$ 
t 

19,912,838 

19,912,838 

65,171 

48,259 

16,912 

19.978.009 

99.7% 

99.7% 

0.3% 

0.2% 

0.1% 

100.0% 

fonding  for  the  Property  Assessment  Division  is  from  general  fund  and  state  special  revenue  in  the  percentages  shown 
|i  the  above  figure.  State  special  revenue  is  from  the  property  valuation  improvement  fund  and  is  used  for  increasing 
l.e  efficiency  of  the  property  appraisal,  assessment,  and  taxation  process  through  improvements  in  technology  and 
iministration.  Revenue  deposited  to  the  fund  is  from  a  fee  received  as  reimbursement  for  the  cost  of  developing  and 
iaintaining  the  property  valuation  and  assessment  system  database.  The  fee  is  charged  to  persons,  federal  agencies, 
ate  agencies,  and  other  entities  requesting  the  database  or  any  part  of  the  database  from  any  department  property 
lluation  and  assessment  system.  The  fee  may  not  be  charged  to  the  Office  of  Budget  and  Program  Planning,  the  State 
ax  Appeal  Board,  or  any  legislative  agency  or  committee. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

19,611,082 
218,156 

40,534 
727 

$19,870,499 

19,611,082 
243,256 

57,884 
616 

$19,912,838 

39,222,164 
461,412 

98,418 
1,343 

$39,783,337 

98.59% 
1.16% 
0.25% 
0.00% 

19,627,994 
218,156 

93,786 
727 

$19,940,663 

19,627,994 

243,256 

106,143 

616 

$19,978,009 

39,255,988 

461,412 

199,929 

1,343 

$39,918,672 

98.34% 
1.16% 
0.50% 
0.00% 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive, i| 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.    Decisions  on  these 
items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Pis 

General 
FTE                   Fund 

~al2012   -     — 

] 

:iscal  '013   -   — 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

1,120,956 

(658,505) 

(166,035) 

(78,260) 

1,125,411 

(658,682 

(163,6241 

(59,856 

Total  Statewide  Present  Law  Adjustments 
$218,156 

$0 

$0 

$218,156 

$243,256 

$0 

$0 

$243,25( 

DP  801  -  Present  Law  Base  Adjustment  -  Rent 

0.00               62,219                        0 
DP  803  -  Vehicle  Reduction 

0.00            (21,685)                       0 
DP  804  -  Increase  in  Spending  Authority  -  Hail  &  Livestock 

1.00                        0               53,252 

0 
0 
0 

62,219 

(21,685) 

53,252 

0.00 
0.00 
1.00 

79,569 

(21,685) 

0 

0 

0 

48,259 

0 
0 
0 

79,56! 

(21,6851 

48,25! 

Total  Other  Present  Law  Adjustments 

1.00              $40,534 

$53,252 

$0 

$93,786 

1.00 

$57,884 

$48,259 

$0 

$106,142 

Grand  Total  All  Present  Law  Adjustments 

1.00            $258,690 

$53,252 

$0 

$311,942 

1.00 

$301,140 

$48,259 

$0 

$349,395 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  No  employees  in  this  program  are  exempt  from  the  agency's  pay  plan. 

o     Program  Specific  Obstacles  -  This  program  is  not  experiencing  obstacles  not  already  identified  in  the  agency 

summary  section, 
o     Vacancy  -  Tax  technician  positions  have  higher  turnovers  rates  than  other  positions,  but  many  incumbents  in 
these  entry  level  positions  stay  with  the  agency  after  gaining  experience  and  applying  for  tax  appraiser  positions 
when  vacancies  occur.   As  a  result,  there  are  no  identified  operational  impacts  from  the  high  turnover  of  these 
positions, 
o     Legislatively  Applied  Vacancy  Savings  -  This  program  achieved  the  applied  vacancy  savings  by  managing 

vacancies  and  moving  funds  from  other  expenditure  areas, 
o     Pay/Position  Changes  -  Besides  pay  increases  identified  in  statute  the  only  pay  changes  given  were  for  training 
assignment  progression  and  for  position  reclassifications  to  match  position  classifications  to  job  duties. 
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o     Retirements  -  Anticipated  retirements  for  this  program  and  the  actions  being  taken  to  mitigate  any  operational 
impacts  are: 

•  88  employees  will  be  eligible  for  retirement  in  the  2013  biennium  with  an  anticipated  payout  of 
$829,199  for  leave  balances.  The  agency  did  not  have  an  estimate  of  how  many  were  likely  to  retire 

•  Employees  are  being  identified  for  leadership  training  and  to  transfer  knowledge  and  become 
candidates  for  vacancies  should  key  staff  retire 

'DP  801  -  Present  Law  Base  Adjustment  -  Rent  -  General  fund  is  requested  to  pay  for  increases  for  office  space  rent  for 
'division  staff  throughout  the  state. 


LFD 
COMMENT 


Rent  Increases 


The  program  houses  employees  in  offices  located  in  all  56  counties  of  the  state.     The  program 
occupies  both  county-owned  and  private  lease  space.   Space  leased  from  the  private  sector  comprises 
61 .3%  of  the  office  space  with  space  in  county-owned  buildings  comprising  the  remaining  38.7%. 

This  adjustment  is  associated  only  with  the  space  occupied  in  space  not  owed  by  the  state.  Budget  changes  to  adjust  the 
funding  for  the  office  space  in  state-owned  buildings  is  included  in  the  fixed  cost  item  of  the  statewide  present  law 
.adjustments  shown  above. 


P: 


rivate  sector  lease  space  increases  are  based  on  lease  contract  inflation  clauses.   When  space  is  available  in  a  building 

owned  by  a  county,  Montana  law  allows  the  county  to  charge  state  agencies  for  leasing  the  space.   The  law  limits  the 

;:ost  for  the  space  to  the  rate  charged  by  the  Department  of  Administration  (DOA)  to  state  agencies  for  rent  of  state- 

pwned  buildings.  Department  of  Administration  rent  rates  are  going  down  due  to  reductions  to  non-critical  maintenance. 

3y  law,  these  rate  reductions  will  lower  the  rate  paid  to  counties  for  rent  in  county  buildings. 

.The  following  figure  illustrates  how  the  different  space  ownership  impacts  this  adjustment. 


DP  80 1  Contributions  by  Ownership  of  Property  Leased 

Rental  Rates 
Sq.  Ft  %  of  Total     FY  2010 

per  Sq.  Ft. 
FY  2012 

(average) 
FY  2013 

Contribution  to  DP  801 

FY  2012       FY  2013 

County  office  space 
Private  office  space 
Total 

34,437          38.7%         $8.87 
54.613          61.3%          14.96 
89,050        100.0%       $12.60 

$8.41 

16.44 

$13.34 

$8.46 

16.73 

$13.53 

($16,256)      ($14,553) 

78.475           94.122 

$62,219         $79,569 

DP  803  -  Vehicle  Reduction  -  The  agency  would  lease  four  fewer  vehicles  from  the  State  Motor  Pool  and  reduce  general 
und  by  $43,370  over  the  biennium. 

DP  804  -  Increase  in  Spending  Authority  -  Hail  &  Livestock  -  An  increase  of  state  special  revenue  would  fund  the 
Siddition  of  1.00  FTE  to  address  workload  issues  in  the  agency's  collection  and  distribution  activities  in  support  of  hail 
insurance  premiums  and  livestock  per  capita  fees. 


LFD 
COMMENT 


Administrative  Costs  Allowed  in  Statute 


By  law,  the  agency  is  responsible  for  billing  and  collection  of  hail  insurance  premiums  and  collection 
of  livestock  per  capita  fees.  Statute  allows  the  agency  to  retain  2%  of  the  gross  annual  fees  collected 
jbr  administrative  costs  associated  these  programs.  In  FY  2010,  no  funds  from  hail  insurance  premiums  or  livestock  per 
papita  fees  allocation  to  the  administrative  fund  was  used  by  this  program,  but  program  FTE  located  in  all  counties  have 
-j>een  supporting  the  administration  of  these  fees  and  premiums.  This  adjustment  would  use  administrative  allocations 
Llready  being  made,  so  no  additional  burdens  would  be  placed  on  the  hail  insurance  or  livestock  per  capita  funds. 
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New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion: 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 


Program 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  201 3 

General  State  Federal  Total 

Fund  Special  Special  Funds 


DP  802  -  Sustainable  Reductions  from  17-7-140,  MCA 
08  0.00  (47,750) 

DP  805  -  Modified  FTE  into  Permanent  -  Co.  Assessor 
08  1 .00  48,477 


Total 


1.00 


$727 


0 

0 

$0 


0 

0 

$0 


(47,750) 

48,477 

$727 


0.00 
1.00 
1.00 


(47,750) 

48,366 

$616 


0 

0 

$0 


0  (47,750) 

0  48,366 

$0  $616 


DP  802  -  Sustainable  Reductions  from  17-7-140,  MCA  -  The  Governor  made  reductions  to  agencies'  2011  biennium 
general  fund  budgets  in  accordance  with  17-7-140,  MCA.  A  portion  of  the  reductions  was  effective  in  FY  2011  and 
therefore  is  not  reflected  in  the  base.  This  reduction  is  to  continue  the  original  reduction  in  the  2013  biennium. 

The  budget  reductions  associated  with  this  reduction  are  for  modified  operating  practices  associated  with  cellular  phone 
usage,  travel,  advertising  of  vacant  positions,  and  purchasing  practices  for  reference  materials. 

DP  805  -  Modified  FTE  into  Permanent  -  Co.  Assessor  -  A  general  fund  increase  is  requested  to  fund  the  addition  of  1 .00 
FTE  to  serve  as  the  county  assessor  in  Granite  County. 


LFD 
COMMENT 


County  Assessor  is  a  State  Responsibility 


Under  an  agreement  with  Granite  County,  the  department  contracted  for  the  services  of  the  County 
Assessor.   When  the  Granite  County  assessor  retired  the  county  has  decided  not  to  retain  a  separate 

office  of  county  assessor,  so  the  responsibility  for  performing  these  duties  has  reverted  to  the  department.  Beginning  in 

FY  2010  the  department  has  been  providing  a  tax  assessor  as  a  modified  FTE. 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
funding. 


"Agency  Budget  Comparison 

Base 

Approp. 

Budget 

Budget 

Biennium 

Biennium 

Biennium 

Biennium 

Budget  Item 

Fiscal  2010 

Fiscal  2011 

Fiscal  2012 

Fiscal  2013 

Fiscal  10-11 

Fiscal  12-13 

Change 

%  Change 

"JFTE 

155.12 

155.12 

153.63 

153.63 

155.12 

153.63 

(1.49) 

(0.96%) 

Personal  Services 

9,395,163 

10,127,479 

10,287,859 

10,329,268 

19,522,642 

20,617,127 

1,094,485 

5.61% 

Dperating  Expenses 

9,553,673 

9,009,538 

9,786,024 

9,587,457 

18,563,211 

19,373,481 

810,270 

4.36% 

.Equipment  &  Intangible  Assets 

42,077 

42,077 

42,077 

42,077 

84,154 

84,154 

0 

0.00% 

Local  Assistance 

39,206 

37,633 

43,206 

42,206 

76,839 

85,412 

8,573 

11.16% 

,  Grants 

838,563 

1,483,576 

838,563 

838,563 

2,322,139 

1,677,126 

(645,013) 

(27.78%) 

■transfers 

0 

75,000 

0 

0 

75,000 

0 

(75,000) 

(100.00%) 

Debt  Service 

32,050 

32,050 

176,275 

0 

64,100 

176,275 

112,175 

175.00% 

Total  Costs 

$19,900,732 

$20,807,353 

$21,174,004 

$20,839^71 

$40,708,085 

$42,013375 

$1305,490 

3.21% 

General  Fund 

6,054,826 

6,212,547 

6,426,155 

6,198,509 

12,267,373 

12,624,664 

357,291 

2.91% 

state  Special 

6,508,794 

7,884,856 

7,117,969 

7,111,969 

14,393,650 

14,229,938 

(163,712) 

(1.14%) 

-ederal  Special 

42,043 

48,739 

42,043 

42,043 

90,782 

84,086 

(6,696) 

(7.38%) 

,pther 

0 

0 

0 

0 

0 

0 

0 

n/a 

Dther 

7,295,069 

6,661,211 

7,587,837 

7,487,050 

13,956,280 

15,074,887 

1,118,607 

8.02% 

Total  Funds 

$19,900,732 

$20,807353 

$21,174,004 

$20,839371 

$40,708,085 

$42,013375 

$1305,490 

3.21% 

the  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


Non-HB2  Funds 


Proprietary  -$231.8M 

FTE -376.56 

Statutory  Appropriations 

FTE-0 

General  Fund  -  $37.9M 

All  Funds  -  S75.3M 


6101  Department  of  Administration 

Janet  Kelly  x3033 

Total  FTE -155.1 2 

Total  General  Fund  -  $6.1  M 

Total  All  Funds -S19.9M 


T 


01  Director's  Office 

Janet  Kelly  x3033 

FTE-1.17 

General  Fund  -$0.1M 

All  Funds  -  $0.2M 


03  State  Accounting  Division 

Paul  Christofferson  x4609 

FTE -18.67 

General  Fund  -  $1 .3M 

All  Funds  -$1.3M 


07  State  Information  Technology 

Services  Division 

Dick  Clark  x2777 

FTE  -  9.50 

General  Fund  -  $0.5M 

All  Funds -S1.9M 


14  Banking  &  Financial  Institutions 

Division 

Annie  Goodwin  X841-2927 

FTE  -  39.00 

General  Fund  -$0.0 

All  Funds-  $3. 1M 


04  Architecture  &  Engineering  Division 
TomO'Connell  x3105 

FTE -17.00 

General  Fund  -  $0.0 

All  Funds -$1.9M 


06  General  Services  Division 
Marvin  Eicholtz  x3119 

FTE -11.25 

General  Fund  -$2.1M 

All  Funds-  $2. 1M 


I 


21  Health  Care  & 

Benefits  Division 

Russ  Hill  X2553 

FTE-0 

General  Fund  -  $0.0 

All  Funds  -  $.04M 


23  State  Human  Resources  Division 

Paula  Stoll  X3789 

FTE -19.53 

General  Fund  -$1.6M 

All  Funds  -$1.6M 


•1 


24  Risk  Management  &  Tort  Defense 

Division 

Brett  Dahl  x3687 

FTE-0 

Proprietary  Funding  Only 


1 5  Lottery 
George  Parisot  x5800 

FTE -31 .50 

General  Fund  -  $0.0 

All  Funds  -  S7.2M 


37  State  Tax  Appeal  Board 

Karen  Powell  x5394 

FTE  -  7.50 

General  Fund  -  $0.5M 

All  Funds  -  $0.5M 
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Agency  Description 

Agency  Mission  -  The  Department  of  Administration's  mission  is  to  serve,  satisfy,  and  support  our  customers. 

The  Department  of  Administration  provides  support  services  for  state  agencies  in  the  following  areas: 

o  Accounting,  financial  reporting,  and  warrant  writing 

o  Audit  review,  enforcement  and  technical  assistance  for  local  governments 

o  State  treasury  services 

o  State-bonded  indebtedness  administration 

o  Capitol  complex  grounds  and  building  maintenance  and  security 

o  Duplicating,  mail  and  messenger  services 

o  Procurement  and  surplus  property  administration 

o  Information   systems   development,   telecommunications,    geographic   information  services,   9-1-1    prograirj 

management,  data  processing,  and  public  safety  radio  communications 

o  Human  resource  management,  workforce  development  and  labor  relations 

o  State  financial  institution  oversight  and  regulation 

o  Insurance  coverage  and  risk  management  programs 

o  Tort  Claims  Act  administration 

o  Long-Range  Building  Program 

o  State  employee  group  benefits 

o  Workers  compensation  management 

The  following  boards  and  commissions  are  attached  to  the  department  for  administrative  purposes  only: 

o  Board  of  Examiners 

o  Burial  Preservation  Board 

o  Information  Technology  Board 

o  Public  Employees'  Retirement  Board 

o  State  Banking  Board 

o  State  Board  of  County  Printing 

o  State  Compensation  Insurance  Fund  Board 

o  State  Tax  Appeal  Board 

The  department  is  comprised  of  the  following  programs  that  are  each  discussed  separately  in  their  individual  sections: 

o  Director's  Office 

o  Governor  Elect 

o  State  Accounting 

o  Architecture  and  Engineering 

o  General  Services 

o  Information  Technology  Services 

o  Banking  and  Financial 

o  Montana  State  Lottery 

o  Health  Care  and  Benefits 

o  State  Human  Resources 

o  Risk  Management  and  Tort  Defense 

o  State  Tax  Appeals  Board 
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\gency  Highlights 


Department  of  Administration 
Major  Budget  Highlights 


General  fund  increases  nearly  $357,000,  or  2.9%  when  comparing  the  2013 
biennium  to  the  201 1  biennium  due  to: 

•  Statewide  present  law  adjustments  (nearly  $825,000) 

•  Final  lease  payment  and  option  to  buy  the  building  that  houses  the 
Office  of  Public  Instruction  ($144,225) 

•  Costs  to  prepare    and  sell  the  state-owned  building  that  previously 
housed  the  headquarters  for  the  Department  of  Corrections  ($53,500) 

•  Governor-elect  startup  costs  ($50,000) 

•  Costs  for  workload  impacts  on  county  tax  appeal  boards  due  to  the 
property  reappraisal  ($42,000) 

•  Burial  board  travel  and  meeting  costs  ($24,000) 

5%  reduction  plan  items  would  reduce  general  fund  by  nearly  $593,000 


Legislative  Action  Issues 


♦  Major/agency-wide  LFD  Issues 

•  Revenues  for  the  proprietary  fund  for  the  Central  Stores  Program  do 
not  support  operating  expenses 

•  The  legislature  has  options  other  than  a  working  capital  rate  to  fund 
proprietary  programs 

♦  Proprietary  Rate  Decisions 

•  A  number  of  programs  and  functions  are  funded  with  proprietary 
funds,  for  which  the  legislature  sets  a  maximum  rate,  rather  than  a 
specific  appropriation 

♦  Interim  Committee  Recommendations 

•  The  Legislative  Finance  Committee  recommends  that  base  minus 
5%  be  the  starting  point  for  legislative  deliberations 


Vgency  Discussion 

loals  and  Objectives: 

>tate  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
olio  wing: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  201 3  biennium. 

101 1  Biennium  Goals 

'"Jo  goals  for  the  department  were  monitored  during  the  201 1  interim 

1:013  Biennium  Goals 

IXiring  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
|o  consider  during  the  appropriation  process.  For  the  2011  Legislature,  the  Legislative  Finance  Committee  has 
'ecommended  no  goals  for  the  legislature  to  monitor  for  this  department 
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Agency  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  for  brevity  by  the  LFD. 
o     Labor  Market  Experience 

•  Agency  turnover  in  FY  20 1 0  was  about  9  percent  for  HB  2  funded  positions 

•  Hiring  pools  have  been  adequate  to  attract  qualified  candidates  to  fill  open  positions  and  for  most; 
position  vacancies  only  one  job  posting  was  required  to  find  a  qualified  candidate.  But  of  the  hiring] 
pools  about  63  percent  of  the  applicants  did  not  meet  minimum  qualifications 

•  Leaving  for  higher  paying  positions  or  rejecting  offers  to  fill  open  positions  due  to  pay 
considerations  accounted  for  62  percent  of  the  turnover  and  1  offer  rejection 

o     Pay  Philosophy 

•  The  department  philosophy  sets  pay  rates  based  on  seven  factors:  1)  how  the  competencies  of  the 
employee  meet  the  requirements  of  the  job;  2)  the  employee's  contribution  to  the  overall  department; 
mission  success;  3)  salary  paid  in  similar  positions  in  the  labor  market,  including  the  private  sector; 
4)  internal  pay  equity  for  similar  positions  within  the  department  or  a  division;  5)  external  pay  equity 
for  similar  positions  in  other  agencies;  6)  recruitment  and  retention  experience  of  similar  positions; 
and  7)  available  funding 

•  A  minimum  base  salary  of  $20,000  has  been  established  for  all  full-time  positions 
o     Obstacles 

•  Funding 

•  Projected  lack  of  qualified  applicants  for  the  20 1 3  biennium 

Agency  Overview 

The  Department  of  Administration  budget  grows  $1.1  million,  or  2.6%  in  total  funds  compared  to  the  2011  biennium. 
The  agency  budget  comparison  table  indicates  a  higher  total  fund  growth  of  $1.3  million,  or  2.7%,  because  a 
supplemental  appropriation  that  moved  $225,000  of  proprietary  funds  from  FY  2011  to  FY  2010  in  the  lottery  due  to 
increased  sales  was  removed  from  the  base  funding,  but  the  increased  level  of  sales  is  continued  in  the  2013  biennium. 
The  agency  growth  is  comprised  mostly  of  a  $357,291,  or  2.9%,  increase  in  general  fund  and  $893,607,  or  6.3%, 
increase  in  proprietary  funds. 

General  fund  would  grow  because  of  on-going  funding  for  travel  and  meeting  costs  of  the  burial  board  and  one-time 
funding  for  the  following: 

o  The  purchase  of  the  building  that  currently  houses  staff  of  the  Office  of  Public  Instruction  through  a  final  balloon 
payment  of  a  long-term  lease  with  an  option  to  buy 

o  Costs  to  ready  for  sale  and  sell  the  building  that  formerly  housed  the  headquarters  of  the  Department  of 
Corrections 

o     Costs  for  anticipated  work  of  county  tax  appeal  boards  due  to  the  2009  property  reappraisal 

o     Governor-elect  program  costs  between  the  2012  general  election  and  when  the  Governor-elect  takes  office 

o     Travel  and  meeting  costs  of  the  burial  board 

o     Costs  to  send  presidential  electors  to  represent  the  state 

Budgeted  proprietary  funds  would  grow  to  fund  increases  in  vendor  payments  for  operation  of  the  state  lottery  point  of 
Sale  system  that  are  linked  to  growth  in  lottery  ticket  sales. 

Agency  HB  2  funded  staffing  would  decline  by  1.49  FTE  due  to  initiatives  to  fund  1.00  FTE  existing  staff  with  non- 
budgeted  proprietary  funds  and  the  elimination  of  0.49  FTE.  These  initiatives  are  items  included  in  the  budget  request 
that  are  also  on  the  agency's  5%  reduction  plan. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
Governor  included  reductions  in  the  budget  request  that  would  reduce  general  fund  by  4.9%.  If  other  items  not  included 
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budget  that  were 
by  a  further  1.1%. 


on  the  agency's  plan  were  included,  state  special  revenue  would  be  reduced  by  3.2%  and  total 
The  following  summarizes  the  plan  submitted  for  this  program. 


Total  5%  Reduction  Plan  Identified  by  Agencies,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Biennium 

% 

State  Special 

% 

Program/DP  Number/Description                                     FTE 

General  Fund 

OfTotal 

Revenue 

OfTotal 

State  Accounting  Division 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction*                 1.00 

$153,123 

25.8% 

$0 

0.0% 

Total  State  Accounting  Division 

$153,123 

25.8% 

$0 

0.0% 

Architecture  and  Engineering  Program 

Not  Included  in  Executive  Budget 

Reduce  Consultant  and  Professional  Service        0.00 

$0 

0.0% 

$177,426 

42.6% 

Total  Architecture  and  Engineering  Program 

$0 

0.0% 

$177,426 

42.6% 

General  Services  Program 

Included  in  Executive  Budget 

0603  Make  FY2011  17-7-140,  MCA,  Reductions  P        0.00 

$274,712 

46.3% 

$0 

0.0% 

Total  General  Services  Program 

$274,712 

46.3% 

$0 

0.0% 

State  Information  Technology  Division 

Included  in  Executive  Budget 

554O0  4%  Personal  Services  Reduction                  0.50 

$126,563 

21.3% 

-$126,563 

-30.4% 

Total  State  Infonnation  Technology  Division 

$126,563 

21.3% 

-$126,563 

-30.4% 

Banking  and  Financial  Division 

Not  Included  in  Executive  Budget 

Reduce  SB  351  Associated  Operating  Costs         0.00 

$0 

0.0% 

$52,200 

12.5% 

Eliminate  Bank  Examiner  Positions                        2.00 

0 

0.0% 

230,764 

55.4% 

Subtotal  Not  Included  in  Executive  Budget 

$0 

0.0% 

$282,964 

67.9% 

Total  Banking  and  Financial  Division 

$0 

0.0% 

$282,964 

67.9% 

Health  Care  and  Benefits  Division 

Included  in  Executive  Budget 

0213  Elimination  of  the  Daycare  Program                      0.00 

0 

0.0% 

82,628 

19.8% 

Total  Health  Care  and  Benefits  Division 

$0 

0.0% 

$82,628 

19.8% 

State  Human  Resources  Division 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction                  0.49 

38,458 

6.5% 

0 

0.0% 

Total  State  Human  Resources  Division 

$38,458 

6.5% 

$0 

0.0% 

Total  Reduction  Plan 

$592,856 

100.0% 

-$43,935 

-10.5% 

Included  in  Executive  Budget 

Not  Included  in  Executive  Budget 

0 

0.0% 

460.390 

1 10.5% 

Total  Agency  Reduction  Plan 

$592.856 

Vjj<..4" 

•Proprietary  funds  would  also  be  impacted.  Seethe  decision  package  description  for  further  infonnation. 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  executive. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

20 1 3  Biennium  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed 

Spec. 

Proprietary 

Grand  Total 

Total  % 

01  Director's  Office 

? 

235,628 

$                      1,154 

$ 

74,266 

$                         -    $ 

311,048 

0.74% 

02  Governor  Elect  Program 

50,000 

- 

- 

- 

50,000 

0.12% 

03  State  Accounting  Division 

2,532,201 

- 

9,820 

97,520 

2,639,541 

6.28% 

04  Architecture  &  Engineering  Pgm 

- 

3,937,631 

- 

- 

3,937,631 

9.37% 

06  General  Services  Program 

4,139,110 

106,226 

- 

- 

435,336 

10.10% 

07  State  Information  Technology  Division 

842,044 

3,047,493 

- 

- 

3,889,537 

9.26% 

14  Banking  And  Financial  Division 

- 

7,137,434 

- 

- 

7,137,434 

16.99% 

15  Montana  State  Lottery 

- 

- 

- 

14,977,367 

14,977,367 

35.65% 

23  State  Human  Resources  Division 

3,693,454 

- 

- 

- 

3,693,454 

8.79% 

37  State  Tax  Appeal  Board 
Grand  Total 

| 

1.132.227 
12.624.664 

. 

. 

, 

1.132.227 
42.013.575 

2.69% 
100.00% 

S                14.229.938 

$ 

84.086 

S           15.074.887     S 

In  the  general  appropriations  act,  the  agency  is  primarily  funded  with  general  fund,  but  state  special  revenue,  federal 
special  revenue,  and  budgeted  proprietary  funds  support  operations  of  several  programs.  In  addition  to  budgeted 
proprietary  funds,  several  programs  are  supported  by  non-budgeted  proprietary  funds  that  rely  on  legislatively  approved 
fees  and  charges  for  generating  revenues  to  support  operations.  The  functions  with  the  highest  funding  of  state  special 
revenue  are  the  Banking  and  Financial  Institution  Division's  bank  examination  and  licensing  functions,  the  Architectural  I 
and  Engineering  Division's  construction  support  function,  and  the  geographic  information  system  coordination  functions; 
of  the  Information  Technology  Services  Division. 

Non-budgeted  proprietary  funds  support  all  or  portions  of  the  operations  of  the  following  programs  and  several  of  these  4 
programs  provide  services  that  are  budgeted  statewide  in  agencies'  budgets  as  fixed  cost  components  of  their  statewide I 
present  law  adjustments: 

o     Director's  Office 

o     State  Accounting  Division 

o     General  Services  Division 

o     Information  Tech  Services  Division 

o     Health  Care  and  Benefits  Division 

o     State  Human  Resources  Division 

o     Risk  Management  and  Tort  Defense 

For  this  agency,  5.5%  of  the  funding  is  budgeted  in  HB  2.  In  addition,  63.5%  of  the  funding  is  in  non-budgeted 
proprietary  funds  and  the  remaining  31%  is  in  statutory  appropriations. 

Statutory  Appropriations 

The  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
associated  policy. 
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Statutory  Appropriations 

Department  of  Administration 

Fund 

Fiscal 

Fiscal 

Fiscal 

Purpose 

MCA# 

Source 

2010 

2012 

2013 

Direct  Bearing  on  Asencv  Operations 

>f  damages  to  state 

prope  02-17-105 

SSR 

$616,046 

$616,046 

$616,046 

Address  damages  with  funds  received  for  indemnification  c 

Cash  Management  Improvement  Act  returns 

17-3-106 

General  Fund 

152,962 

152,962 

152,962 

Pay  for  cost  of  contracting  for  banking  services 

17-6-101 

General  Fund 

2,256,300 

2,256,300 

2,256,300 

Pay  debt  service  costs 

17-7-502 

General  Fund 

17328,504 

16,054,418 

16373,667 

Pay  debt  service  costs 

17-7-502 

Capital  Projects 

62,976 

388,582 

388333 

Pay  state  lottery  prizes 

23-7-402 

Proprietary 

27,596,796 

27396,796 

27,596,796 

Does  Not  Relate  Directly  to  Azencv  Operations 

10-4-301 

SSR 

11,052,257 

11,052,257 

11,052257 

Distribute  9-1-1  surcharge  revenues 

Apportion  forest  reserve  funds  to  counties 

17-3-212 

FSR 

24,619,013 

24,619,013 

24,619,013 

Distributed  mineral  impact  funds  to  counties 

17-3-241 

SSR 

11,201,753 

11,201,753 

11,201,753 

Distributed  Taylor  Grazing  Act  funds  to  counties 

17-3-222 

FSR 

119,248 

119,248 

119,248 

State  contributions  for  local  government  employee  pensions 

19-3-319 

General  Fund 

387,811 

727,623 

877,228 

State  contributions  for  school  district  employee  pensions 

19-3-319 

General  Fund 

511,702 

511,702 

511,702 

State  contributions  to  teacher  retirement 

19-20-604 

General  Fund 

806,797 

889,500 

934,000 

State  supplemental  contributions  to  teacher  retirement 

19-20-607 

General  Fund 

16,434,813 

18,120,000 

19,025350 

'\s  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1)  those  where  the 
igency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
Operations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


budget  Summary  by  Category 


budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget               Biennium 
Fiscal  2013          Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget                 Biennium 
Fiscal  2013            Fiscal  12-13 

Percent 

of  Budget 

6,054,826 

448,316 

51,230 

(128,217) 

$6,426,155 

6,054,826 

376,367 

77,780 

(310,464) 

$6,198^09 

12,109,652 

824,683 

129,010 

(438,681) 

$12,624,664 

95.92% 
6.53% 
1.02% 

(3.47%) 

19,900,732 

1,103,212 

234,916 

(64,856) 

$21,174,004 

19,900,732 

924,635 

261,466 

(247,262) 

$20,839,571 

39,801,464 

2,027,847 

496,382 

(312,118) 

$42,013375 

94.73% 
4.83% 
1.18% 

(0.74%) 

iase  Budget 

Statewide  PL  Adjustments 
Dther  PL  Adjustments 
Jew  Proposals 

Total  Budget 


Supplemental  Appropriations 

\.  supplemental  appropriation  was  approved  for  the  Montana  Lottery  to  transfer  $650,000  of  lottery  proprietary  fund 
tppropriations  from  FY  201 1  to  FY  2010.  The  transfer  was  due  to  two  factors: 

o  Linkage  between  increased  ticket  sales  and  corresponding  increased  vendor  fees  accounted  for  $225,000  of  the 
request 

o     A  contract  to  purchase  60  lottery  ticket  vending  machines  accounts  for  $425,000  of  the  total 

jj)uring  the  process  of  review  by  the  Legislative  Finance  Committee  it  was  identified  that  purchase  of  the  60  lottery  ticket 
'ending  machines  was  not  anticipated  in  the  201 1  biennium  budget  for  the  program.  The  2013  biennium  funding  for  the 
ncreased  vendor  fees  that  are  linked  to  increased  ticket  sales  is  included  in  the  program's  budget  as  DP  7701. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  a 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  20 11 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

1.17 

1.17 

1.17 

1.17 

1.17 

1.17 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Local  Assistance 
Transfers 

56,835 

65,61 1 

37,133 

0 

59,937 

23,177 

37,133 

0 

62,158 

89,562 

37,133 

0 

62,852 

22,210 

37,133 

0 

116,772 

88,788 

74,266 

0 

125,010 

111,772 

74,266 

0 

8,238 

22,984 

0 

0 

7.05% 

25.89% 

0.00% 

n/'a 

Total  Costs 

$159,579 

$120,247 

$188,853 

$122,195 

$279,826 

$311,048 

$31,222 

11.16% 

General  Fund 
State  Special 
Federal  Special 
Other 

121,869 

577 

37,133 

0 

81,527 

1,587 

37,133 

0 

151,143 

577 

37,133 

0 

84,485 

577 

37,133 

0 

203,396 

2,164 

74,266 

0 

235,628 

1,154 

74,266 

0 

32,232 

(1,010) 

0 

0 

15.85% 

(46.67%) 

0.00% 

na 

Total  Funds 

$159379 

$120,247 

$188,853 

$122,195 

$279,826 

$311,048 

$31,222 

11.16% 

Program  Description 

The  Director's  Office  provides  the  overall  supervision  and  coordination  of  agency  programs  and  administrativeK 
attached  boards  and  agencies.  The  office  provides  legal  services  to  agency  and  administratively  attached  programs  and  i 
provides  IT  management,  financial,  budgeting,  accounting,  personnel  services,  and  payroll  functions  for  the  department.  |j 

Program  Highlights 


Director's  Office 
Major  Budget  Highlights 


Besides  statewide  present  law  adjustments,  the  only  adjustment  requested  for 
HB  2  is  for  one-time  general  fund  for  compensation  and  travel  costs  of 
presidential  electors 

Proprietary  rates  requested  for  the  Management  Services  Program  would 
generate  lower  revenues  than  were  generated  in  FY  2010 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  bj 
the  Governor. 


Program  Funding  Table 

Director's  Office 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY20I0            FY2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$ 

121,869             76.4% 

$ 

151,143 

80.0% 

s 

84,485 

69.1% 

01 100  General  Fund 

121,869             76.4% 

151,143 

80.0% 

84,485 

69.1% 

02000    Total  State  Special  Funds 

577               0.4% 

577 

0.3% 

577 

0.5% 

02317  Financial  Advisor  Fees 

577               0.4% 

577 

0.3% 

577 

0.5% 

03000    Total  Federal  Special  Funds 

37,133             23.3% 

37,133 

19.7% 

37,133 

30.4% 

03369  Flood  Control  Payments 

37,133             23.3% 

37,133 

19.7% 

37,133 

30.4% 

Grand  Total 

$ 

159.579            100.0% 

$ 

188.853 

100.0% 

I 

122.195 

100.0% 

LFD  Budget  Analysis 


A- 140 


2013Bienniui 


6101  -  DEPARTMENT  OF  ADMINISTRATION 


Ul -DIRECTOR'S  OFFICE 


The  Director's  Office  is  funded  with  a  combination  of  general  fund,  state  and  federal  special  revenues,  and  proprietary 
funds.  General  fund  provides  funding  for  the  office's  support  of  the  Board  of  County  Printing,  Burial  Preservation 
Board,  allocations  of  police  retirement  funds,  and  general  management  and  legal  support  for  statewide  functions  of  the 
department.  State  special  revenue  funds  the  office's  functions  in  support  of  the  Capital  Financial  Advisory  Council, 
"federal  special  revenue  funds  administrative  functions  that  support  allocation  of  federal  flood  control  payments. 

•Most  operations  of  the  office  are  funded  with  non-budgeted  proprietary  funds,  which  are  discussed  in  the  "Proprietary 
Rates"  section  of  the  narrative. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


judge!  Summary  by  Category 


Cudgel  Item 


Genera]  Fund 

Budget  Budget  Biennium 

Fiscal  2012  Fiscal  2013         Fiscal  12-13 


Percent  Budget  Budget  Biennium  Percent 

ofBudget  Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget 


3ase  Budget 

itatewide  PL  Adjustments 
;)ther  PL  Adjustments 
•Jew  Proposals 

Total  Budget 


121,869 

17,274 

12,000 

0 

$151,143 


121,869 

(50,884) 

13,500 

0 

$84,485 


243,738 

(33,610) 

25,500 

0 

$235,628 


103.44% 

(14.26%) 

10.82% 

0.00% 


159,579 

17,274 

12,000 

0 

$188,853 


159,579 

(50,884) 

13,500 

0 

$122,195 


319,158 

(33,610) 

25,500 

0 

$311,048 


102.61% 

(10.81%) 

8.20% 

0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
'Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
terns  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


[■resent  Law  Adjustments 

sal  2012- 

State 
Special 

General 

FTE                  Fund 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Jersonal  Services 
i'acancy  Savings 
jiflation/Deflation 
,ixed  Costs 

7,913 

(2,590) 

1 

11,950 

8,010 

(2,593) 

1 

(56,302) 

Total  Statewide  Present  Law  Adjustments 

$17,274 

$0 

$0 

$17,274 

($50,884) 

$0 

$0 

($50,884) 

iP  101  -  Presidential  Electors 

0.00                        0 
j'P  1003  -  Burial  Board 

0.00               12,000 

0 
0 

0 
0 

0 
12,000 

0.00 
0.00 

1,500 
12,000 

0 
0 

0 

0 

1,500 
12,000 

Total  Other  Present  Law  Adjustments 

0.00             $12,000 

$0 

$0 

$12,000 

0.00 

$13,500 

$0 

$0 

$13300 

Grand  Total  All  Present  Law  Adjustments 
0.00             $29,274 

$0 

$0 

$29,274 

0.00 

($37384) 

$0 

$0 

($37384) 

'rogram  Personal  Services  Narrative 

he  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
larity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  the 
same  as  for  the  rest  of  the  agency. 
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o     Vacancy  -  There  were  no  vacancies  in  the  HB  2  funded  positions  for  this  program. 

o     Legislatively  Applied  Vacancy  Savings  -  Carryforward  funding  from  the  Governor  Elect  Program  was  used  to 

fund  the  vacancy  savings  in  this  program, 
o     Pay/Position  Changes  -  No  pay  changes  outside  statutory  adjustments  for  longevity  were  given  to  HB  2  funded 

positions  in  this  program, 
o     Retirements  -  One  employee  in  this  program  is  eligible  for  retirement  in  the  2013  biennium  and  if  they  were  to 

retire,  the  estimated  compensated  absence  liability  is  $4,830. 

DP  0 1 0 1  -  Presidential  Electors  -  This  general  fund  increase  in  FY  20 1 3  would  fund  compensation  and  travel  costs  for 
presidential  electors  in  2012.  The  executive  recommends  funding  be  designated  as  one  time  only.  Pay  and  mileage 
provided  to  presidential  electors  is  at  the  same  rate  as  allowed  for  members  of  the  legislature. 

DP  1 003  -  Burial  Board  -  This  general  fund  increase  would  fund  costs  for  the  Burial  Preservation  Board.  It  would  fund 
two  face-to-face  meetings  per  year  and  two  conference  call  meetings,  along  with  reimbursement  for  member  travel 
associated  with  reburial/repatriation  of  human  remains. 

Proprietary  Rates 

Director's  Office  (Management  Services  -  06534) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06534  shows  the  financial  information  for 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 
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2013  Biennium  Report  on 

Internal  Service  and 

Enterprise  Funds 

Fund               Fund  Name           Agency  U 
06534     Management  Services     61010 

Agency  Name 
Administration 

Program  Name 
Director's  Office 

Actual 
FY  2010 

Budgeted 
FY  2011 

Budgeted 
FY  2012 

Budgeted 
FY  2013 

Operating  Revenues: 
Fee  revenue 

Management  Services 

$1,243325 

$1,282,862 

$1,228,672 

$139,544 

Net  Fee  Revenue 

$1,243,325 

$132,862 

$1,234,763 

$133,877 

Other  Operating  Revenues 

1,139 

0 

0 

0 

Total  Operating  Revenue 

$1,244,464 

$1,282,862 

$134,763 

$133,877 

Operating  Expenses: 
Personal  Services 

993,060 

1,014,451 

1,076,963 

1,075,495 

Other  Operating  Expenses 

156,530 

196,280 

151,643 

154,195 

Total  Operating  Expenses 

$1,149,590 

$1,210,731 

$138,606 

$139,690 

Operating  Income  (Loss) 

94,874 

72,131 

66 

(146) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 

0 
0 

0 
0 

0 
0 

0 
0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

94,874 

72,131 

66 

(146) 

Contributed  Capital 

Operating  Transfers  In  (Note  13) 

Operating  Transfers  Out  (Note  13) 

0 
0 
0 

0 
0 
0 

0 
0 

o 

0 
0 
0 

Change  in  net  assets 

$94,874 

$72,131 

$6,157 

$4,187 

Total  Net  Assets-  July  1  -  As  Restated 

(16,111) 

78,763 

150,894 

150,960 

Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 

0 

0 

(16,111) 

0 

0 

78,763 

0 

0 

150,894 

0 

0 

150,960 

Net  Assets-  June  30 
60  days  of  expenses 

$78,763 
$191,598 

$150,894 
$201,789 

$150,960 
$204,768 

$150,814 

$204,948 

Program  Description 

The  Director's  Office  provides  services  in  the  areas  of  legal,  human  resources,  and  financial  management  to  other 
divisions  of  the  agency  and  agencies  and  boards  attached  to  the  agency  for  administrative  purposes.  The  Office  of  Legal 
Services  advises  the  divisions  on  legal  matters.  The  Office  of  Human  Resources  processes  payroll;  assists  with 
recruitment,  selection,  and  orientation  of  new  employees;  classifies  positions;  and  develops  human  resources  policies  for 
the  department.  The  Office  of  Finance  and  Budget  prepares  and  presents  the  biennial  budget,  processes  budget  change 
documents,  monitors  approved  budgets  for  compliance  with  state  law  and  legislative  intent,  and  provides  accounting 
assistance.  The  Director's  Office  also  provides  information  technology  management  and  project  management  services. 


Program  Narrative 


Expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  14.33  FTE,  about  $983,800  or  87.8%  of  total  costs 
o     Operating  costs,  $136,700  with  nearly  half  of  these  costs  due  to: 

•  Office  space  rent,  $34,044 

•  Payments  to  the  Information  Technology  Services  Division,  $23,080 

•  Building  and  grounds  maintenance,  $9,412 
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Revenues 

All  divisions  of  the  agency  and  other  agencies  and  boards  designated  in  statute  as  being  administratively  attached  to  the 
agency  use  all  or  a  portion  of  the  services  provided  by  the  programs.  Administratively  attached  agencies  or  boards  with 
staff  to  perform  the  provided  functions  do  not  use  some  of  the  services  and  are  not  charged  a  fee. 

The  revenues  for  this  program  are  allocated  in  three  ways:  1)  for  the  human  resources  function  an  annual  amount  is. 
charged  per  FTE  served;  2)  the  legal  unit  costs  are  allocated  based  on  a  time-use  study;  and  3)  the  remaining  portion  is 
based  on  the  proportional  size  of  the  division,  board,  or  agency's  budget  to  the  total  of  all  served. 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (6.0%) 
o     State  special  revenue  ( 1 0.0%) 
o     Other  (84.0%) 

Present  Law  Adjustments 

The  only  adjustments  for  the  program  over  the  base  expenses  are  for  statewide  present  law  adjustments. 

Proprietary  Rates 

For  the  2013  biennium  the  following  rates  are  proposed  by  the  executive.  The  rates  charged  in  the  base  year  are  showr 
for  comparison  purposes. 


Requested  Rates  for  Director's  Office  (Management  Services) 


Actual       Budgeted    Budgeted    Budgeted 
FY  2010        FY  2011     FY  2012     FY  2013 


Fee/Rate 
Human  resources  portion  of  program  (annually  per  FTE)  S553  $567  $574  $570 

Remaining  portion  ofthe  program  (fixed  amount  for  allocation)  $1.002,940    $1,016,821    $903.354    $902.951 


The  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
rates  the  program  must  charge.  These  rates  reflect  a  net  biennium  reduction  of  nearly  $69,000  from  the  revenues  ofthe 
20 1 1  biennium.  The  components  of  this  net  reduction  to  the  two  rate  components  are: 

o     Human  Resources  portion  -$145,485  increase 

o     Remaining  portion  -$213,456  reduction 


LFD 
COMMENT 


Reason  for  Growth  in  Human  Resources  Rates 


The  per  FTE  rate  for  the  human  resources  portion  ofthe  program  is  increasing  over  the  FY  2010  rate 
due  to  a  vacancy  in  the  position  that  manages  the  human  resources  staff.  When  the  201 1  biennium 
rates  were  developed,  the  201 1  biennium  rates  were  not  sufficient  to  fund  costs  of  that  portion  ofthe  program.  The  2013 
biennium  rates  increase  to  make  that  rate  commensurate  with  costs  now  that  the  position  is  filled. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 

funding. 


IProgram  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  201 

2 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

Personal  Services 
Operating  Expenses 

0 
0 

0 
0 

0 
0 

44,000 
6,000 

0 
0 

44,000 
6,000 

44,000 
6,000 

n/a 
n/a 

Total  Costs 

$0 

$0 

$0 

$50,000 

$0 

$50,000 

$50,000 

n/a 

General  Fund 

0 

0 

0 

50,000 

0 

50,000 

50,000 

n/a 

Total  Funds 

$0 

$0 

$0 

$50,000 

so 

$50,000 

$50,000 

n/a 

Program  Description 

The  Governor  Elect  Program  pays  start-up  costs  for  the  incoming  Governor,  as  required  by  2-15-221,  MCA. 


Program  Highlights 


Governor  Elect  Program 
Major  Budget  Highlights 


♦     The  only  funding  is  for  FY  2013  of  $50,000  general  fund  for  Governor  Elect 
costs  prior  to  inauguration 


Major  LFD  Issues 


♦     Restricted  funding  is  recommended 


[Funding 

iThe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 
Governor  FJect  Program 

Program  Funding 

Base                 Budget 
FY2010               FY2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$                     -     $ 

$            50,000 
50,000 
50.000 

100.0% 
100.0% 

100.0% 

. 

Ihe  Governor  Elect  Program  is  fully  funded  with  general  fund. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012         Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  20 13         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 

0 

50,000 

0 

$50,000 


0 

0 

50,000 

0 

$50,000 


0.00% 

0.00% 

100.00% 

0.00% 


0 
0 
0 
0 

$0 


0 

0 

50,000 

0 

$50,000 


0 

0 

50,000 

0 

$50,000 


0.00?i 

cow 

100.00°,i 
0.00°< 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive, 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fisr^1 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds     > 

DP  201  -  Governor  Elect 

0.00                        0 

0 

0 

0 

0.00 

50,000 

0 

0 

50,00 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$0 

$0 

$0 

0.00 

$50,000 

$0 

$0 

$50,00 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$0 

$0 

$0 

0.00 

$50,000 

$0 

$0 

$50,00 

DP  20 1  -  Governor  Elect  -  The  executive  recommends  $50,000  general  fund  in  FY  20 1 3  for  startup  costs  of  a  Governor- 
elect  and  staff  from  the  general  election  to  the  inauguration.  The  executive  recommends  funding  be  designated  as  one 
time  only. 


LFD 
COMMENT 


The  funding  for  the  Governor  Elect  startup  costs  have  been  funded  at  $50,000  since  FY  1993  without 
any  increases  for  inflation. 


LFD 
ISSUE 


Restricted  Funding 


In  addition  to  designating  funding  for  this  purpose,  the  legislature  may  want  to  restrict  any  appropriation  to 
only  be  used  for  Governor  elect  costs  so  that  unexpended  authority  will  revert  and  cannot  be  transferred  and 
used  for  other  purposes  following  the  Governor  elect's  inauguration. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


'rogram  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

h 

18.67 

18.67 

17.67 

17.67 

18.67 

17.67 

(100) 

(5.36%) 

'ersonal  Services 
)perating  Expenses 

1 ,043,760 
267,682 

1,103,048 
276,019 

1,044,823 
275,262 

1,045,884 
273,572 

2,146,808 
543,701 

2,090,707 
548,834 

(56,101) 
5,133 

(2.61%) 
0.94% 

Total  Costs 

$1311,442 

$1,379,067 

$1,320,085 

$1319,456 

$2,690309 

$2,639^41 

($50,968) 

(1.89%) 

leneral  Fund 
•ederal  Special 

)ther 

i 

1,257,772 

4,910 

48,760 

1,317,847 
11,606 
49,614 

1,266,415 

4,910 

48,760 

1,265,786 

4,910 

48,760 

2,575,619 
16,516 
98,374 

2,532,201 

9,820 

97,520 

(43,418) 

(6,696) 

(854) 

(1.69%) 

(40.54%) 

(0.87%) 

3        Total  Funds 

$1,311,442 

$1,379,067 

$1,320,085 

$1319,456 

$2,690,509 

$2,639341 

($50,968) 

(1.89%) 

r'rogram  Description 

The  State  Accounting  Division  provides  the  statewide  functions  of  the  state  treasury  and  accounting  policies.  Treasury 
unctions  include  the  performance  of  the  central  banking  function  for  state  agencies,  reconciliation  of  state  bank 
:iccounts,  and  oversight  of  bank  account  collateralization.  The  division  is  the  process  owner  of  the  financial  portion  of 
'he  Statewide  Budgeting,  Accounting,  and  Human  Resource  Systems  (SABHRS),  establishes  state  accounting  policies 
md  procedures,  administers  the  federal  Cash  Management  Improvement  Act,  prepares  and  negotiates  the  Statewide  Cost 
Allocation  Plan  (SWCAP),  and  prepares  the  state  Comprehensive  Annual  Financial  Report  (CAFR).  The  division  also 
.dministers  the  warrant  writer  program,  which  provides  check  writing  and  automatic-deposit  services  for  most  agencies. 
t  provides  technical  assistance  and  training  to  local  government  accounting  and  financial  personnel  and  the  audit  review 
unction  for  local  governments. 

'rogram  Highlights 


State  Accounting  Division 
Major  Budget  Highlights 


The  majority  of  the  funding  in  this  program  is  from  non-budgeted  proprietary 
funds  that  do  not  show  on  the  HB  2  tables 

General  fund  decreases  $43,418,  or  1.7%  from  the  2011  biennium,  due 
primarily  to: 

•      A  5%  reduction  plan  item  for  a  funding  switch  for  1.00  FTE  that 
reduces  general  fund  and  refunds  the  position  with  proprietary  funds 


rogram  Narrative 

%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
)llowing  summarizes  the  plan  submitted  for  this  program. 

'ne  item  was  included  in  the  5%  plan  for  this  program  and  this  item  has  been  included  in  the  following  decision 
ackages  in  the  executive  budget  to  switch  funding  from  general  fund  to  proprietary  funds  for  one  position: 

o     DP  55400  -  4%  Personal  Services  Reduction  in  the  HB  2  "New  Proposal"  section  would  eliminate  funding  for 
1.00  FTE 
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o     DP  55400  -  4%  Personal  Services  Reduction  in  the  "Proprietary  Rates"  section  for  the  Local  Government  Audi'i 
and  Reporting  Program  would  fund  the  same  1 .00  FTE  with  proprietary  funds 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

State  Accounting  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

S 

1,257,772 

95.9% 

S 

1,266,415 

95.9% 

>       1,265,786 

95.9% 

01 100  General  Fund 

1,257,772 

95.9% 

1,266,415 

95.9% 

1,265,786 

95.9% 

03000    Total  Federal  Special  Funds 

4,910 

0.4% 

4,910 

0.4% 

4,910 

0.4% 

03320  Cmia  Funds 

4,910 

0.4% 

4,910 

0.4% 

4,910 

0.4% 

06000    Total  Proprietary  Funds 

48,760 

3.7% 

48,760 

3.7% 

48,760 

3.7% 

06527  Investment  Division 

48.760 

3.7% 

48.760 

3.7% 

48.760 

3.7% 

Grand   Total 

$ 

1.311.442 

100.0% 

J 

1.320.085 

1000% 

i        1.319.456 

100.0% 

The  State  Accounting  Division  is  funded  with  general  fund,  federal  special  revenues,  and  proprietary  funds.  Genera 
fund  provides  funding  for  the  statewide  accounting  standards,  treasury,  and  accounting  assistance  for  local  government 
Federal  special  revenue  provides  funding  for  activities  associated  with  the  federal  Cash  Management  Improvement  Ac 
funds.  The  division  is  also  funded  with  a  direct  appropriation  from  the  Board  of  Investments  proprietary  fund  foi 
services  the  Treasury  Unit  provides  to  the  board.  The  reduction  in  federal  funds  from  the  2011  biennium  is  due  to  Cas 
Management  Improvement  Act  funding  in  FY  20 1 1  that  is  not  continued  at  that  level  in  the  20 1 3  biennium. 

Most  operations  of  the  division  are  funded  with  non-budgeted  proprietary  funds,  which  are  discussed  in  the  "Proprietani 
Rates"  section  of  the  narrative. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 

Fiscal  20 12 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  20 12 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 

of  Budget 

1,257,772 

85,304 

0 

1,257,772 

84,476 

0 

2,515,544 

169,780 

0 

99.34% 
6.70% 
0.00% 

1,311,442 

85,304 

0 

1,311,442 

84,476 

0 

2,622,884 

169,780 

0 

99.37% 
6.43% 
0.00% 

(76,661) 

(76,462) 

(153,123) 

(6.05%) 

(76,661) 

(76,462) 

(153,123) 

(5.80%) 

$1,266,415 

$1,265,786 

$2,532,201 

$1,320,085 

$1,319,456 

$2,639341 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive' 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thest 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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''resent  Law  Adjustments 

Fiscal  ">ni ->   . 

ris 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

'ersonal  Services 
^l/acancy  Savings 
nflation/Deflation 
ixed  Costs 

124,453 

(46,729) 

(234) 

7,814 

125,352 

(46,766) 

(206) 

6,096 

Total  Statewide  Present  Law  Adjustments 

$85,304 

$0 

$0 

$85,304 

$84,476 

$0 

$0 

$84,476 

Grand  Total  All  Present  Law  Adjustments 
0.00              $85,304 

$0 

$0 

$85,304 

0.00 

$84,476 

$0 

$0 

$84,476 

'rogram  Personal  Services  Narrative 

{Tie  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
,:xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
;larity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  the 

same  as  for  the  rest  of  the  agency, 
o     Vacancy  -  There  are  no  employee  groups  identified  that  are  experiencing  high  vacancy  rates  or  difficult  to  fill 

vacant  positions  when  turnover  occurs, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  managed  to  the  applied  vacancy  savings  and 
experienced  a  vacancy  rate  of  7.6%  in  hours  worked  compared  to  hours  budgeted. 
j      o     Pay/Position  Changes  -  No  pay  changes  outside  those  specified  in  statute  were  provided. 

o     Retirements  -  Two  employees  in  this  program  are  eligible  for  retirement  in  the  20 1 3  biennium  and  if  they  were 
to  retire,  the  estimated  compensated  absence  liability  is  $15,408. 


New  Proposals 

[he  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 


lit  each  new  proposal  are  includec 

1  m  the  i 

ndn 

adual  program  narrativ 

es. 

'lew  Proposals 

h 

I                                                     General 
J      Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

fiiP  55400  -  4%  Personal  Services  Reduction 

03            (1.00)             (76,661) 

Total            (1.00)           ($76,661) 

0 
$0 

0 
$0 

(76,661) 
($76,661) 

(1.00) 
(1.00) 

(76,462) 
($76,462) 

0 
$0 

0 
$0 

(76,462) 
($76,462) 

,)P  55400  -  4%  Personal  Services  Reduction  -  The  executive  recommends  a  4%  reduction  of  personal  services  funded 
^ith  general  fund.  A  funding  switch  for  the  1 .00  HB  2  FTE  reflects  a  funding  switch  of  the  Local  Government  Services 
bureau  Chief  position  from  the  general  fund  to  the  Local  Government  Services  enterprise  fund. 


LFD 
COMMENT 


A  5%  Reduction  Plan  Item  -  Half  of  a  Funding  Switch 


This  decision  package  would  implement  one  item  on  the  agency's  5%  reduction  plan.    The  decision 
package  has  a  complementary  decision  package  with  the  same  name  and  number  in  the  "Proprietary 

lates"  section  for  the  Local  Government  Audit  and  Reporting  Program  that  would  fund  the  1.00  FTE  position  with 

roprietary  funds. 
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Proprietary  Rates 

The  State  Accounting  Division  provides  the  following  functions  funded  with  proprietary  funds.  These  programs  are 
described  separately  along  with  a  discussion  of  the  program  expenses,  revenues,  and  rates  being  requested  to  finance  the 
program: 

o     Statewide  Accounting,  Budgeting  and  Human  Resources  Program 

o     Warrant  Writer  Program 

o     Local  Government  Audit  and  Reporting  Program 

Statewide  Accounting,  Budgeting  and  Human  Resources  Program  (SABHRS  -  06511) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  0651 1  shows  the  financial  information  for 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 
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2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 

Fund      Fund  Name  Agency  #         Agency  Name 

Program  Name 

06511       SABHRS      61010            Administration 

State  Accounting  D 

ivision 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

SABHRS  Services 

$4,157,446 

$4,158,942 

$3,554,526 

$3,795313 

Net  Fee  Revenue 

$4,157,446 

$4,158,942 

$3,554,526 

$3,795313 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

24 

0 

0 

0 

Total  Operating  Revenue 

$4,157,470 

$4,158,942 

$3,554,526 

$3,795313 

Operating  Expenses: 

Personal  Services 

1,408,878 

1323,428 

1364381 

1366,474 

Other  Operating  Expenses 

3,070.495 

2,965.738 

2.263.439 

2,441312 

Total  Operating  Expenses 

$4,479373 

$4,289,166 

$3,627,820 

$3,807,786 

Operating  Income  (Loss) 

($321,903) 

($130^24) 

($7334) 

($12,473) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expense 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

($321,903) 

($130,224) 

($7334) 

($12,473) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

($321,903) 

($130,224) 

($7334) 

($12,473) 

Total  Net  Assets-  July  1  -  As  Restated 

1,160,977 

839,074 

708,850 

635,556 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

$1,160,977 

$839,074 

$708,850 

$635,556 

Net  Assets-  June  30 

$839,074 

$708,850 

$635,556 

$623,083 

60  days  of  expenses 

$746,562 

$714,861 

$604,637 

$634,631 

Working  Capital  (actual  or  projected) 

$688,090 

$557,866 

$484,572 

$472,099 

3rogram  Description 

rhe  Statewide  Accounting,  Budgeting  and  Human  Resource  (SABHRS)  Finance  and  Budget  Bureau  (SFAB)  is 
esponsible  for  operational  support  and  maintenance  for  the  financial  portion  of  SABHRS  and  Montana  Budget, 
l^nalysis,  and  Reporting  System  (MBARS). 

program  Narrative 


xpenses 

ignificant  base  costs  for  the  program  are  for: 

o     Personal  services  for  1 8.00  FTE,  $1 .6  million  or  37.4%  of  total  costs 
o     Operating  costs,  $2.8  million  with  88.6%  due  to: 

•  Payments  to  the  Information  Technology  Services  Division  for  services  purchased  that  are  not 
telephones  and  email,  $1.5  million 

•  Computer  system  maintenance  costs,  $0.9  million 
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Revenues 

All  state  agencies  are  required  to  use  this  program.  Revenues  are  based  on  costs  to  operate  the  program  and  maintain  a; 
reasonable  working  capital  balance,  which  then  factor  into  a  maximum  allocation  of  costs  rate  that  is  approved  by  the; 
legislature.  The  program  costs  are  allocated  based  on  the  following: 

o     An  agency's  proportionate  share  of  financial  system  journal  lines  to  total  journal  lines  (a  journal  line  is  line  of|: 
data  on  the  statewide  accounting  system  that  describes  the  details  of  one  accounting  transaction  and  includes!! 
such  data  as  the  transaction  date,  amount,  purpose,  and  impacted  expenditure,  revenue,  or  balance  sheet 
accounts)  for  all  agencies  (92%) 
o     An  agency's  proportionate  share  of  MB ARS  journal  lines  to  total  MBARS  journal  lines  for  all  agencies  (8%) 


Budget  authority  to  pay  the  SABHRS  allocation  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the 
executive  budget  for  SABHRS  is  $1.5  million  lower  for  the  2013  biennium  than  the  funding  approved  by  the  2009 
Legislature.  The  reasons  for  this  change  are  detailed  below  in  the  "Proprietary  Rates"  section  following  the  requested 
rates. 

In  FY  2010,  the  program  refunded  agencies  $350,000  to  reduce  the  working  capital  in  the  fund  and  to  reflect  budget  cuts 
taken  by  the  program.  As  a  result,  working  capital  in  the  fund  was  down  to  a  57-day  level  at  the  end  of  FY  2010. 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (38.2%) 
o     State  special  revenue  ( 1 5.2%) 
o     Federal  special  revenue  (16.2%) 
o     Other  (30.4%) 

Present  Law  Adjustments 

Statewide  Present  Law  Adjustments  -  Statewide  present  law  adjustments  would  reduce  funding  by  nearly  $1.5  million 
for  the  biennium.  The  largest  reduction  is  for  the  fixed  cost  allocation  to  the  Information  Technology  Services  Division 
(ITSD)  of  the  department  driven  largely  by  computer  system  hosting  cost  reductions. 


LFD 
COMMENT 


ITSD  Fixed  Costs 

For  more  information  on  the  ITSD  fixed  costs,  see  the  "Proprietary  Rates"  section  of  the  Information 

Technology  Services  Division  narrative. 

DP  0301  -  Oracle/PeopleSoft  Portal  Licensing  &  Maint.  Fee  -  An  increase  of  $236,773  for  FY  2013  would  pay  for  an 
increase  in  the  licensing  and  maintenance  fees  with  Oracle/PeopleSoft  for  the  financial  module  of  SABHRS.  The 
increase  assumes  a  contractual  trigger  based  on  the  size  of  the  state  budget,  excluding  Office  of  Public  Instruction 
transfers  to  local  school  districts.  The  adjustment  assumes  the  trigger  of  $3,575  billion  will  be  exceeded  in  FY  2013 
The  increase  in  the  licensing  and  maintenance  fee  associated  with  the  adjustment  will  be  an  ongoing  cost. 


LFD 
COMMENT 


SABHRS  Licensing  Triggers 

The  SABHRS  licensing  agreement  with  Oracle/PeopleSoft  includes  triggers  based  on  the  level  of  the 
state  budget,  excluding  transfers  from  the  Office  of  Public  Instruction  to  local  school  districts 
Whenever  the  applicable  state  budget  increases  over  a  trigger  level  that  reset  with  every  $350 
million  increase  from  the  previous  trigger,  the  annual  licensing  fees  increase  by  $195,000.  During  the  201 1  biennium  the: 
first  trigger  point  was  reached  and  the  legislature  funded  decision  packages  associated  with  the  anticipation  of  this  firsl 
trigger  being  reached  when  the  budget  exceeded  $3.25  billion 


DP  0302  -  Oracle/PeopleSoft  Portal  Fee  -  An  increase  of  $76,250  for  FY  2013  would  pay  for  an  increase  in  the  porta) 
licensing  and  maintenance  fees  with  Oracle/PeopleSoft  for  SABHRS.   The  increase  assumes  a  contractual  trigger  basec 
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on  the  size  of  the  state  budget,  excluding  Office  of  Public  Instruction  transfers  to  local  school  districts.   The  adjustment 
assumes  the  trigger  of  $3.3  billion  will  be  exceeded  in  FY  2013. 


One  of  Two  Adjustments  for  the  Portal  License  and  Maintenance  Fee 

This  adjustment  represents  half  of  the  fee  increase  for  the  portal  license  and  maintenance  fee.    The 
other  half  of  the  fee  increase  is  funded  by  DP  55232  in  the  Human  Resources  Information  Services 
proprietary  section  of  the  State  Human  Resources  Division. 


DP  0303  -  Oracle/PeopleSoft  5%  Annual  Fee  Increase  -  Increases  of  $38,500  in  FY  2012  and  $40,425  in  FY  2013  would 
fund  an  annual  5%  increase  in  the  maintenance  contract  for  the  financial  module  of  SABHRS. 

'DP  0304  -  Add  MBARS  Programming  Back  to  the  Base  -  Increases  of  $50,000  per  year  would  fund  annual  5%  increases 
in  the  Oracle/PeopleSoft  License  fee  for  the  financial  module  of  SABHRS. 


Rates  Requested  for  SABHRS 

Actual      Budgeted 
Fee/Rate  Information                                                          FY  2010        FY  2011 

Budgeted      Budgeted 
FY  2012        FY  2013 

SABHRS  Services  Fee  (total  allocation  of  costs)         $4,157,446    $4,158,942 

$3,554,526    $3,795,313 

DP  0305  -  Purchasing  Licensing  and  Maintenance  Increase  -  Increases  of  $54,668  in  FY  2012  and  $10,256  in  FY  2013 
would  fund  an  increase  in  licensing  fees  for  the  SABHRS  purchasing  module.  The  increase  assumes  a  contractual 
■rigger  based  on  the  size  of  the  state  budget,  excluding  Office  of  Public  Instruction  transfers  to  local  school  districts.  The 
jdjustment  assumes  the  trigger  of  $3,575  billion  will  be  exceeded  in  FY  2013. 

| 

•Proprietary  Rates 

For  the  2013  biennium  the  following  rates  are  proposed  by  the  executive. 

i  ■ 

i 

The  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
•ates  the  program  must  charge. 

Irhe  above  decision  packages  would  have  the  following  impact  on  the  statewide  fixed  cost  allocation,  comparing  the  FY 
bl2/2013  rates  to  the  $4,507,446  amount  approved  by  the  legislature  for  FY  2010: 

o     Statewide  present  law  adjustments  (15.6%/17.6%  reduction) 

o     PL  0301  -  Oracle/PeopleSoft  Portal  Licensing  &  Maint.  Fee  (no  impact/5.3%  increase) 

o     PL  0302  -  Oracle/PeopleSoft  Portal  Fee  (no  impact/ 1 .7%  increase) 

o     PL  0303  -  Oracle/PeopleSoft  5%  Annual  Fee  Increase  (0.9%  increase  both  years) 

o     PL  0304  -  Add  MBARS  Programming  Back  to  the  Base  (1.1%  increase  both  years) 

o     PL  0305  -  Purchasing  Licensing  and  Maintenance  Increase  (1.2%/0.2%  increase) 

o     Cumulative  impact  of  all  adjustments  (12.4%/8.4%  reduction) 

Warrant  Writer  Program  (Warrant  Writing  -  06564) 

proposed  Budget 

'.'he  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06564  shows  the  financial  information  for 
he  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
nd  reconfigured  the  figure  for  clarity. 
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201 3  Biennium  Report  or 

Internal  Service  and 

Enterprise  Funds 

Fund            Fund  Name           Agency  # 

Agency  Name 

Program  Name 

06564        Warrant  Writing           61010 

Administration 

Adminstrative  Financial  Services 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Warrant  Writing  Fees 

$994227 

$975,000 

$950,000 

$900,000 

Net  Fee  Revenue 

$994,227 

$975,000 

$950,000 

$900,000 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

0 

0 

0 

0 

Total  Operating  Revenue 

$994227 

$975,000 

$950,000 

$900,000 

Operating  Expenses: 

Personal  Services 

206,612 

226296 

218,787 

218,607 

Other  Operating  Expenses 

714,835 

838252 

745,178 

713.511 

Total  Operating  Expenses 

$921,447 

$1,064,548 

$963,965 

$932,118 

Operating  Income  (Loss) 

72,780 

(89,548) 

(13,965) 

(32,118) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses)                          $0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$72,780 

($89,548) 

($13,965) 

($32,118) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$72,780 

($89,548) 

($13,965) 

($32,118) 

Total  Net  Assets-  Jury  1  -  As  Restated 

126,186 

198,966 

109,418 

95,453 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

126.186 

198.966 

109.418 

95.453 

Net  Assets-  June  30 

$198,966 

$109,418 

$95,453 

$63335 

60  days  of  expenses 

$153,575 

$177,425 

$160,661 

$155^53 

Fiscal  Year  End  Working  Capital  (actual  or 

projected  $211,001 

$121,453 

$107,488 

$75370 

Program  Description 

The  department  provides  the  services  of  the  Warrant  Writer  Program  to  state  agencies  for  check  writing  and  automatic 
deposit  capabilities  for  financial  transactions.  The  program  produces  and  processes  warrants  and  tracks  them  on  th< 
warrant  writer  system.  The  program  generates,  mails,  tracks,  and  cashes  each  warrant.  The  services  the  program  offers 
include  direct  deposit,  warrant  consolidation,  stopping  of  payments,  warrant  cancellations,  emergency  warrants 
duplicate  warrants,  warrant  certification,  warrant  research,  payee  file  data,  and  federal  1 099-MISC  processing. 

Program  Narrative 


Expenses 

Significant  base  costs  for  the  program  are  for: 

o     Personal  services  for  5.83  FTE,  $206,427  or  22.2%  of  total  costs 
o     Operating  costs,  $699,570  with  78.8%  due  to: 

•  Postage  and  mailing,  $41 1 ,604 

•  Printing,  $139,978 
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Revenues 

Because  the  service  is  mandated  in  statute,  no  alternative  exists  for  agencies  that  need  checks  processed  and  funds 
-.ransferred  to  vendors  electronically  if  they  use  the  state  accounting  system.  Revenues  are  derived  from  monthly  billings 
jased  on  actual  warrants  issued. 


Budget  authority  to  pay  the  warrant  writer  costs  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the 
Executive  budget  for  warrant  writer  is  $275,729  lower  for  the  2013  biennium  than  the  funding  approved  by  the  2009 
jLegislature  because  the  rates  approved  for  the  20 1 1  biennium  were  higher  than  needed  to  fund  program  costs.  As  such, 
he  fund  balance  grew.  Despite  expenditure  increases  via  factors  in  the  statewide  present  law  adjustments  the  rates 
■equested  for  the  2013  biennium  are  lower  than  those  approved  by  the  2009  Legislature  to  reduce  excess  liquid  fund 
valance.  The  legislative  audit  of  the  agency  for  the  two  fiscal  years  ending  in  June  30,  2010,  identified  that  fees  were  not 
;ommensurate  with  costs  for  this  program  and  recommended  that  the  program  reduce  rates.  In  response  to  the  audit 
finding,  rates  for  FY  201 1  have  been  lowered  below  those  approved  by  the  2009  Legislature. 

'Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (27.5%) 
o     State  special  revenue  (20.7%) 
o     Federal  special  revenue  (27.2%) 
o     Other  (24.6%) 

Present  Law  Adjustments 

The  only  adjustment  for  this  program  is  for  statewide  present  law  adjustments.  The  adjustments  would  increase  funding 
)y  $32,395  in  FY  2012  and  $548  in  FY  2013.  The  adjusted  base  for  the  2013  biennium  would  result  in  a  reduction  to  the 
Ixed  cost  allocation  that  is  described  in  more  detail  below  in  the  "Proprietary  Rates"  section. 

;fhe  largest  statewide  present  law  adjustments  are  as  follows: 

o     Personal  services  net  of  vacancy  savings  increase  $12,360  in  FY  2012  and  $12,180  in  FY  2013 
o     Fixed  cost  items: 

•  ITSD  allocation  decrease  $15,774  in  FY  2012  and  $16,287  in  FY  2013 

•  Audit  fees  increase  $  1 4,474  in  FY  20 1 2  and  decrease  $  1 6,775  in  FY  20 1 3 
o     Inflation/deflation  items: 

•  Postage  and  mailing  increase  $18,527  in  FY  2012  and  $18,522  in  FY  2013  and  this  is  a  major  cost 
driver  for  the  program 

Proprietary  Rates 

for  the  2013  biennium  the  following  rates  are  proposed  by 
he  executive. 

1 

''Tie  rates  approved  by  the  legislature  are  the  maximum  the 
I'rogram  may  charge  during  the  biennium.   They  are  not  the 

ates  the  program  must  charge. 

1 1 

Tie  rates  requested  for  the  20 1 3  biennium  would  result  in  a 
'275,729  reduction  for  the  biennium  in  the  statewide  fixed 
ost  allocation  for  warrant  writer  compared  to  the  $1,087,866 
mount  approved  by  the  legislature  for  FY  2010. 


Requested 

Rates  for  Warrant  Writer 

Actual 

Budgeted 

Budgeted  Budgeted 

Fee/Rate  Information  (each) 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Mailer 

$0.72121 

$0.72446 

$0.74392 

$0.74464 

Non-Mailer 

0.30121 

0.29446 

0.28392 

0.28464 

Emergency 

13.64547 

13.64872 

14.11292 

14.11364 

Duplicates 

3.26014 

3.26339 

3.35417 

3.35489 

Externals 

Externals  -  PayroD 

0.20503 

0.19882 

0.20512 

0.21239 

Externals  -  Universities 

0. 12229 

0.11531 

0.13859 

0. 13907 

Direct  Deposit 

Direct  Deposit  -  Mailer 

0.76229 

0.77531 

0.81859 

0.82907 

Direct  Deposit  -  No  Advice  Printed 

0.17892 

0.11531 

0.13859 

0.13907 

Unemployment  Insurance 

Mailer  -  Print  Only 

0.17892 

0.17915 

0.14533 

0.14557 

Direct  Deposit  -  No  Advice  Printed 

0.04538 

0.04297 

0.04769 

0.04785 
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Local  Government  Audit  and  Reporting  Program  (Fund  06042) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06042  shows  the  financial  information  fen 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 


201 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 

Fund                     Fund  Name                 Agency  # 

Agency 

Name 

Program 

Name 

06042      Single  Audit  Review  -  HB328      61010 

Administration 

State  Account 

ing  Division 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Audit  Review  Roster  Fees 

$5,500 

$5,800 

$5,800 

$5,800 

Revenue  from  Annual  Report  Filing  Fees 

350.815 

309,200 

350,000 

350,000 

Net  Fee  Revenue 

$356315 

$315,000 

$355,800 

$355,800 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

6 

25 

0 

0 

Total  Operating  Revenue 

$356,321 

$315,025 

$355,800 

$355,800 

Operating  Expenses: 

Personal  Services 

219,274 

226,643 

291,543 

291,286 

Other  Operating  Expenses 

95.077 

86,477 

88,781 

89.238 

Total  Operating  Expenses 

$314,351 

$313,120 

$380,324 

$380,524 

Operating  Income  (Loss) 

$41,970 

$1,905 

($24,524) 

($24,724) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  ofFixed  Assets 

$0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Income  (Loss)  Before  Operating  Transfers 

$41,970 

$1,905 

($24,524) 

($24,724) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$41,970 

$1,905 

($24,524) 

($24,724) 

Total  Net  Assets-  July  1  -  As  Restated 

306,346 

348,316 

350,221 

325,697 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

306.346 

348,316 

350.221 

325,697 

Net  Assets- June  30 

$348,316 

$350,221 

$325,697 

$300,973 

60  days  of  expenses 

$52,392 

$52,187 

$63,387 

$63,421 

Program  Description 

The  Local  Government  Audit  and  Reporting  Program  is  responsible  for  administering  the  provisions  of  the  Montan 
Single  Audit  Act  (MSAA),  which  specifies  the  audit  requirements  for  all  Montana  local  government  entities  (2-7-51 
MCA).  The  program  performs  the  following  services: 

o     Mails  out  to  and  receives  annual  financial  reports  from  approximately  900  local  governments 
o     Enters  selected  financial  data  from  the  reports  into  a  database 
o     Obtains  and  enters  into  the  database  information  regarding  school  district  revenues 
o     Determines  which  local  government  entities  are  subject  to  audit  under  the  act  and  notifies  them  of  the  audi 
requirements 


LFD  Budget  Analysis 


A- 156 


2013Biennni 


6101  -  DEPARTMENT  OF  ADMINISTRATION 03-STATE  ACCOUNTING  DIVISION 

o     Accepts   applications   from   and   maintains   a  roster  of  independent   auditors   authorized   to   conduct   local 

government  audits 
o     Prepares  and  keeps  current  a  legal  compliance  supplement  for  use  by  independent  auditors  in  conducting  local 

government  audits 
o     Receives  and  approves  audit  contracts  for  local  government  audits 
o     Verifies  that  all  local  governments  required  to  have  audits  do  so 
o     Receives  and  reviews  local  government  audit  reports  to  determine  whether  the  audits  have  been  conducted  in 

accordance  with  required  standards 
o     Notifies  state  agencies  of  audit  findings  related  to  financial  assistance  programs  that  they  administer 
o     Receives  and  reviews  each  local  government's  response  to  the  audit  report  findings  and  determines  whether  the 

entity  has  developed  a  satisfactory  plan  to  correct  deficiencies  noted  in  the  audit  report 
o     Maintains  copies  of  all  local  government  entity  audit  reports  and  the  local  government's  responses  to  audit 

findings,  and  makes  those  reports  and  responses  available  upon  request  to  state  and  federal  agencies  and  the 

public 
o     Provides  technical  advice  on  accounting,  auditing,  and  legal  compliance  matters  to  local  governments  and 

certified  public  accountants  conducting  local  government  audits 
o     Investigates  or  refers  to  auditors  for  follow-up  action  complaints  or  allegations  received  from  the  public,  either 

directly  or  through  the  Legislative  Auditor's  hotline 
o     Provides  information  regarding  local  government  audits,  audit  findings,  entity  responses  to  findings,  and  legal 

compliance  and  accounting  requirements  to  the  public 
i      o     Requests  for  special  audits  and  arranges  for  such  audits  if  determined  to  be  necessary 

Drogram  Narrative 

Expenses 

significant  costs  for  the  program  are  for: 

o     Personal  services  for  4.00  FTE,  $217,91 7  or  72.2%  of  total  costs 
o     Operating  costs,  $83,873  with  54.2%  due  to: 

•  Office  rent,  $28,916 

•  Indirect/administrative  cost  paid  to  the  Management  Services  Program  in  the  Director's  Office, 
$16,564 

Revenues 


Ml  local  government  entities  that  are  required  to  submit  audits  pay  a  filing  fee.  The  fee  schedule  has  been  adopted  as 
1\RM  2.4.402  and  is  shown  for  information  below  in  the  "Rate  Explanation"  section.  A  fee  is  also  collected  from  local 
governments  that  are  required  to  submit  financial  reviews.  The  fee  has  been  adopted  in  ARM  2.4.410  and  is  currently  set 
it  $75.  A  roster  fee  is  collected  from  certified  public  accountants  for  inclusion  on  a  roster  of  independent  auditors  who 
ire  authorized  to  audit  local  government  entities  in  Montana.  The  annual  auditor  roster  fee  has  been  adopted  as  ARM 
jl.4.406  and  is  currently  set  at  $100  per  year.  The  program  also  may  receive  reimbursement  from  audited  entities  for 
i:osts  to  contract  for  special  audits  as  requested. 

funding  Sources 

The  funding  to  pay  for  the  services  provided  by  this  program  comes  from  local  governments  and  private  auditing  firms. 
ijfo  state  funds  directly  support  this  program. 

\ 
^resent  Law  Adjustments 

Tie  only  present  law  adjustments  are  for  statewide  adjustments  that  net  to  increases  of  $1,873  in  FY  2012  and  $2,272  in 
Y  2013.  Statewide  present  law  adjustments  are  comprised  primarily  of  the  following  offsetting  components: 
o     Personal  services,  net  of  vacancy  savings,  decrease  $3,035  in  FY  2012  and  $2,272  in  FY  2013 
o     Fixed  costs  increase  $4,810  in  FY  2012  and  $5,260  in  FY  2013,  and  are  dominated  by  increases  in: 
•      ITSD  allocations 

FD  Budget  Analysis  A- 157  2013  Biennium 


6101  -  DEPARTMENT  OF  ADMINISTRATION 


03-STATE  ACCOUNTING  DIVISION 


•     Messenger  services 

New  Proposals 

DP  55400  -  4%  Personal  Services  Reduction  -  Increases  of  $76,661  in  FY  2012  and  $76,462  in  FY  2013  would  fund  the: 
existing  1 .00  FTE  local  government  services  bureau  chief  position  with  proprietary  funds  to  complete  a  funding  switch. 


LFD 
COMMENT 


A  5%  Reduction  Plan  Item  -  Half  of  a  Funding  Switch 


This  adjustment  is  the  complementary  adjustment  in  the  proprietary  program  to  a  similar  adjustment 
in  the  HB  2  portion  of  the  program  narrative  that  reduces  general  fund  for  this  position  by  the  same 
amount  of  the  increase  in  this  adjustment. 


Proprietary  Rates 

For  the  2013  biennium  the  following  rates  are  presented  for  informational  purposes. 


Rates  for  Single  Audit  Review  Enterprise 

Fund 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Local  government  report  filing  fee  (variable): 

Annual  revenues  less  than  $200,000 

$0 

$0 

$0  . 

$0 

Annual  revenues  equal  to  or  greater  than  $200,000,  but  less  than  $500,000 

0 

0 

0 

0 

Annual  revenues  equal  to  or  greater  than  $500,000,  but  less  than  $  1 ,000,000 

435 

435 

435 

435 

Annual  revenues  equal  to  or  greater  than  $1,000,000,  but  less  than  $1,500,000 

635 

635 

635 

635 

Annual  revenues  equal  to  or  greater  than  $1,500,000,  but  less  than  $2,500,000 

760 

760 

760 

760 

Annual  revenues  equal  to  or  greater  than  $2,500,000,  but  less  than  $5,000,000 

845 

845 

845 

845 

Annual  revenues  equal  to  or  greater  than  $5,000,000,  but  less  than  $10,000,000 

890 

890 

890 

890 

Annual  revenues  are  equal  to  or  greater  than  $10,000,000,  but  less  than  $50,000,000 

965 

965 

965 

965 

Annual  revenues  are  equal  to  or  greater  than  $50,000,000 

1,000 

1,000 

1,000 

1,000 

Auditor  roster  fee: 

Annual  fee 

100 

100 

100 

100 

Actual 

Estimated  Estimated 

Estimated 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Working  Capital  (November) 

227,356 

229,261 

204,737 

180,013 

Note:   Because  of  the  timing  of  revenue  collections,  the  low  point  on  working  capital  for  this  fund  is  in 

November  of  each  year. 

The  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  or 
approve  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  any 
concerns  with  the  financial  position  of  the  fund. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

ifTE 

17.00 

17.00 

17.00 

17.00 

17.00 

17.00 

0.00 

0.00% 

Personal  Services 
".  Dperating  Expenses 
.  Transfers 

1,283,732 

659,066 

0 

1,247,129 

724,159 

0 

1 ,302,775 

665,017 

0 

1,305,035 

664,804 

0 

2,530,861 

1,383,225 

0 

2,607,810 

1,329,821 

0 

76,949 

(53,404) 

0 

3.04% 

(3.86%) 

n/a 

Total  Costs 

$1,942,798 

$1,971,288 

$1 ,967,792 

$1,969,839 

$3,914,086 

$3,937,631 

$23,545 

0.60% 

State  Special 
Dther 

1,942,798 
0 

1,971,288 
0 

1,967,792 
0 

1,969,839 
0 

3,914,086 
0 

3,937,631 
0 

23,545 
0 

0.60% 
n/a 

Total  Funds 

$1,942,798 

$1,971,288 

$1,967,792 

$1,969,839 

$3,914,086 

$3,937,631 

$23,545 

0.60% 

Program  Description 

The  Architecture  &  Engineering  Program  manages  remodeling  and  construction  of  state  buildings.  Its  functions  include 
alarming  new  projects  and  remodeling  projects;  advertising,  bidding,  and  awarding  construction  contracts;  administering 
contracts  with  architects,  engineers,  and  contractors;  disbursing  building  construction  payments;  and  providing  design 
services  for  small  projects.  The  program  also  formulates  a  long-range  building  plan  for  legislative  consideration  each 
session. 


Program  Highlights 


Architecture  and  Engineering 
Major  Program  Highlights 


♦     The   only  adjustments   for  the   program   are   for   statewide   present   law 
adjustments 


program  Narrative 

1 

■>%  Reduction  Plan 

(Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
bllowing  summarizes  the  plan  submitted  for  this  program. 

jfhe  plan  includes  one  item  for  this  program,  but  the  item  was  not  included  in  the  executive  budget.  The  5%  reduction 
'ilan  identified  a  savings  of  $177,426  state  special  revenue  for  the  2013  biennium  that  would  be  achieved  by  reducing 
consultant  and  professional  services  by  26%.  The  program  uses  contracted  service  to  augment  state  FTE  to  administer 
he  state  Long-range  Building  Program  for  various  activities  such  as  preliminary  project  planning  and  analysis, 
pecialized  plan  reviews,  constructability  reviews,  project  management,  construction  administration,  and  value 
engineering.  Reducing  funding  for  consultant  services  could  result  in  project  delays.  This  item  would  be  a  4.6% 
Reduction  from  the  executive  budget. 

'■unding 

jlie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
be  Governor. 
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Program  Funding  Table 
Architecture  &  Engineering  Pgm 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000    Total  State  Special  Funds 

02030  Arch  &  Engin  Construction 
Grand    Total 

$       1,942,798 

1,942,798 

$        1.942.798 

100.0%     $        1,967,792 
100.0%             1,967,792 
100.0%     $        1.967.792 

100.0% 
100.0% 
100.0% 

$        1,969,839 

1,969,839 

S        1.969.839 

100.0% 
100.0% 
100.0% 

The  Architecture  &  Engineering  Program  is  funded  with  funds  transferred  from  the  long-range  building  capital  project: 
fund  to  a  state  special  revenue  account  established  for  administrative  expenses  in  support  of  the  state  Long-rangt 
Building  Program. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


-General  Fund- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


1,942,798 

24,994 

0 

0 

$1,967,792 


1,942,798 

27,041 

0 

0 

$1,969,839 


3,885,596 

52,035 

0 

0 

$3,937,631 


98.68%' 

1.32%. 
0.00% 
0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thes 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativ 
descriptions. 


Present  Law  Adjustments 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

73,327 

(54,284) 

(5,942) 

11,893 

75,6 

(54,3'! 

(5,8C 

11,5 

Total  Statewide  Present  Law  Adjustments 

$0  $24,994 


Grand  Total  All  Present  Law  Adjustments 
(K00  $0  $24,994 


$0 


$0 


$24,994 


$24,994 


0.00 


$0 


$0 


$27,041 


$27,041 


$0 


$0 


$27,0 


$27,0 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  whei 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  for  brevity  by  the  LFD. 

o     Pay  Plan  Exceptions  -  No  occupation  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plai 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  th 

same  as  for  the  rest  of  the  agency, 
o     Vacancy  -  The  program  does  not  have  any  occupation  groups  with  high  turnover  rates, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  achieved  the  7.0%  applied  vacancy  savings  via  th 
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following  means: 

•  Filled  two  positions  only  half  time 

•  Carry  forward  authority 

•  Moved  funding  from  the  operating  expenditure  category 

o  Pay/Position  Changes  -  Besides  pay  increases  authorized  in  statute,  only  one  pay  raise  was  given  to  satisfy 
terms  of  an  employment  acceptance  letter  (3.3%  increase  for  a  construction  manager). 

o  Retirements  -  Four  employees  in  this  program  are  eligible  for  retirement  in  the  2013  biennium  and  if  they  were 
to  retire,  the  estimated  compensated  absence  liability  is  $123,795. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 


Base 
Fiscal  2010 


Approp. 
Fiscal  2011 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  10-11 


Biennium 
Fiscal  12-13 


Biennium 
Change 


Biennium 
%  Change 


FTE 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 
Debt  Service 

Total  Costs 

General  Fund 
State  Special 
Federal  Special 
Other 

Total  Funds 


11.25 

637,187 

1,461,448 

0 

0 

32,050 


11.25 

647,206 

1,517,323 

0 

0 

32,050 


11.25 

669,576 

1,378,614 

0 

0 

176,275 


11.25 

668,685 

1,352,186 

0 

0 

0 


11.25 

1,284,393 

2,978,771 

0 

0 

64,100 


11.25 

1,338,261 

2,730,800 

0 

0 

176,275 


$2,130,685  $2,196^79  $2,224,465  $2,020,871 


$4^27,264  $4,245336 


2,084,174 

46,511 

0 

0 


2,142,509 

54,070 

0 

0 


2,171,272 

53,193 

0 

0 


$2,130,685  $2,196379  $2,224,465 


1,967,838 

53,033 

0 

0 

$2,020,871 


4,226,683 

100,581 

0 

0 


4,139,110 

106,226 

0 

0 


$4327,264  $4,245336 


0.00 

53,868 

(247,971) 

0 

0 

112,175 

($81,928) 

(87,573) 

5,645 

0 

0 

($81,928) 


0.00% 

4.19% 

(8.32%) 

n/a 

n/a 

175.00% 

(1.89%) 

(2.07%) 

5.61% 

n/a 

n/a 


(1.89%) 


Program  Description 

The  General  Services  Division  is  composed  of  four  bureaus  responsible  for  providing  certain  internal  services  tc. 
government  agencies  and  the  public. 


The  Facilities  Management  Bureau  manages  the  following  services  for  state  agencies  in  the  capitol  complex  and  severa 
state-owned  buildings  in  the  Helena  area  either  directly  or  through  the  administration  of  service  contracts:  repair 
maintenance,  construction,  energy  consumption,  disaster  response  and  recovery,  space  allocation,  lease  negotiation 
security,  janitorial,  recycling,  pest  control,  grounds  maintenance,  and  garbage  collection. 

The  State  Procurement  Bureau  procures  or  supervises  the  procurement  of  all  supplies  and  services,  and  provides! 
technical  assistance  to  government  agencies  and  the  public  to  ensure  compliance  with  the  Montana  Procurement  Act 
The  bureau  also  manages  the  state's  vehicle  fueling,  energy  procurement,  and  procurement  card  programs. 

The  Print  and  Mail  Services  Bureau  provides  print  and  mail  services  to  state  agencies.  Services  include  internal  anc 
external  (contracted)  printing,  photocopy  pool  services,  mail  preparation,  central  mail  operations,  and  inter-agenc) 
(deadhead)  mail.  The  bureau  also  operates  the  United  States  post  office  in  the  Capitol  and  provides  three  quick  copy 
locations  on  the  Capitol  Complex. 

The  Property  and  Supply  Bureau  manages  the  central  stores  program  and  the  state  and  federal  surplus  property  programs 
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Program  Highlights 


General  Services  Division 
Major  Budget  Highlights 


One-time  general  fund  of  $197,735  would  allow  the  state  to: 

•  Make  a  balloon  payment  on  the  lease  and  exercise  the  option  to  buy 
the  building  in  Helena  that  houses  a  portion  of  personnel  for  the 
Office  of  Public  Instruction 

•  Prepare  and  sell  the  former  Department  of  Correction's  headquarters 
building 

A  5%  plan  item  would  reduce  general  fund  by  nearly  $275,000  for  the 
biennium  for  general  and  deferred  maintenance  of  state-owned  buildings  on 
the  Capitol  Complex 


Program  Narrative 

<5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  One 
'tern  listed  on  the  agency's  5%  reduction  plan  for  this  program  is  also  included  in  the  executive  budget.  DP  0603 
educes  funding  for  Long-range  Building  Program  projects  associated  with  general  and  deferred  maintenance  of  state- 
)wned  buildings  on  the  Capitol  Complex  in  Helena.  No  long-term  safety  risks  have  been  identified  with  this  reduction. 

This  item  is  discussed  further  in  the  "New  Proposals"  section  for  this  program. 

i 

funding 

Qie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
he  Governor. 


Program  Funding  Table 

General  Services  Program 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  20 10 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$ 

2,084,174 

97.8%     $ 

2,171,272 

97.6% 

s 

1,967,838 

97.4% 

01 100  General  Fund 

2,084,174 

97.8% 

2,171,272 

97.6% 

1,967,838 

97.4% 

02000   Total  State  Special  Funds 

46,511 

22% 

53,193 

2.4% 

53,033 

2.6% 

0221 1  Procurement  Special 

Revenue 

46,511 

22% 

53,193 

2.4% 

53,033 

2.6% 

Grand   Total 

S 

2.130.685 

100.0%     S 

2.224.465 

100.0% 

f 

2.020.871 

100.0% 

unding  for  the  General  Services  Division  includes  general  fund,  state  special  revenue,  and  proprietary  funds.  General 
und  provides  funding  for  the  Procurement  Bureau  and  a  portion  of  the  facilities  maintenance  functions.  General  fund 
upports  facilities  maintenance  functions  for  common  areas  of  the  Capitol  Building,  office  space  for  the  Senate  and 
louse  of  Representatives,  Governor's  mansion,  public  display  areas  in  the  Historical  Society  Museum,  and  some  office 
pace  in  the  museum  building.  State  special  revenue  from  procurement  rebates  fund  portions  of  procurement  functions 
lat  serve  the  fueling  and  procurement  card  operations. 

(he  following  programs  are  funded  with  proprietary  funds  and  are  not  shown  on  the  main  budget  tables  but  are  discussed 
B  the  "Proprietary  Rates"  section  for  the  division: 

o     Print  and  mail  services 

o     Property  and  supply 

o     Central  stores 

o     Facilities  management 

o     Surplus  property 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new 

proposals. 

Budget  Summary  by  Category 
Budget  Item 

;unds 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

2,084,174 

40,999 

39,230 

6,869 

$2,171,272 

2,084,174 
38,790 
14,280 

(169,406) 

$1,967,838 

4,168,348 
79,789 
53,510 

(162,537) 

$4,139,110 

100.71% 
1.93% 
1.29% 

(3.93%) 

2,130,685 

47,681 

39,230 

6,869 

$2,224,465 

2,130,685 
45,312 
14,280 

(169,406) 

$2,020,871 

4,261,370 
92,993 
53,510 

(162,537) 

$4,245,336 

100.38% 
2.19% 
1.26% 

(3.83%) 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive,  i 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.    Decisions  on  these 
items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

! 

General 
FTE                   Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds    i 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

60,287 

(27,898) 

56 

15,236 

59 

(27, 

13 

3: 

7' 

Total  Statewide  Present  Law  Adjustments 

$40,999 

$6,682 

$0 

$47,681 

$38,790 

$6322 

$0 

$45J> 

DP  6010  -  Close  and  Sell  Old  Corrections  Building 
0.00                39,230 

OTO 

0 

0 

39,230 

0.00 

14,280 

0 

0 

14 J 

Total  Other  Present  Law  Adjustments 

0.00              $39,230 

$0 

$0 

$39,230 

0.00 

$14,280 

$0 

$0 

$14,21) 

Grand  Total  All  Present  Law  Adjustments 
0.00              $80,229 

$6,682 

$0 

$86,911 

0.00 

$53,070 

$6,522 

$0 

$59,5<| 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  wher 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/oi 
clarity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plar 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  th« 

same  as  for  the  rest  of  the  agency, 
o     Vacancy  -  There  are  no  employee  groups  in  this  program  with  high  vacancy  or  turnover  rates, 
o     Legislatively  Applied  Vacancy  Savings  -  Funding  was  moved  from  other  expenditure  categories  ani 

carryforward  funding  was  used  to  achieve  the  applied  vacancy  savings  rate, 
o     Pay/Position  Changes  -  The  program  had  no  position  or  pay  increases  in  the  base  except  for  those  specified  ii 

statute. 

o     Retirements  -  Three  employees  in  this  program  are  eligible  for  retirement  in  the  2013  biennium  and  if  the; 
were  to  retire,  the  estimated  compensated  absence  liability  is  $44,907. 
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'DP  6010  -  Close  and  Sell  Old  Corrections  Building  -  OTO  -  -  This  general  fund  increase  would  fund  costs  to  get  the 
-luilding  that  formerly  housed  the  main  offices  of  the  Department  of  Corrections  ready  to  be  sold.  The  executive 
.  ecommends  designating  any  funding  for  this  purpose  as  one  time  only. 


LFD 
COMMENT 


Background  on  the  Building 

The  building  located  in  Helena  at  1539  11th  Avenue  housed  the  main  offices  of  the  Department  of 

Corrections.   The  building  has  recently  been  unoccupied  as  the  department  staff  have  been  relocated 

o  the  building  formerly  occupied  by  the  Montana  State  Fund.   Occupancy  of  the  1 1th  Avenue  building  by  state  workers 

vas  stopped  because  of  adverse  building  environmental  issues  including  poor  ventilation  and  mold  contamination.  The 

components  of  this  cost  are  $3,600  to  board  up  the  building,  $10,680  to  maintain  the  building  in  a  dormant  state,  $3,600 

or  mechanical  services  and  $21,350  for  sale  preparation  including  an  appraisal  and  environmental  assessment. 


Wew  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor. 

)f  each  new  proposal  are  included  in  the  individual  program  narratives. 

Descriptions 

and  LFD  d 

iscussion 

•Jew  Proposals 

General                Slate 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 

Funds                 FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

^)P  601  -  Purchase  of  1227  1 1th  Ave  -  OPI  Building  OTO 

06               0.00              144,225                        0 

;>P  603  -  Make  FY  201 1  17-7-140,  MCA,  Reductions  Permanent 
06               0.00           (137,356)                        0 

Total               0.00                $6,869                      $0 

0 

0 

SO 

144,225 

(137,356) 

$6,869 

0.00 
0.00 
0.00 

(32,050) 

(137,356) 

($169,406) 

0 

0 

$0 

0 

0 

$0 

(32,050) 

(137,356) 

($169,406) 

DP  601  -  Purchase  of  1227  1 1th  Ave  -  OPI  Building  OTO  -  FY  2012  funding  is  requested  for  the  final  payment  on  a 
ease-purchase  agreement  for  the  building  at  1227  11th  Avenue  in  Helena  that  houses  the  Office  of  Public  Instruction 
iOPI).  The  executive  recommends  designating  funding  as  one  time  only. 


Lease-Purchase  Agreement 

The  funding  would  allow  the  state  to  exercise  the  option  to  purchase  the  OPI  building  and  complete  a 
15-year  lease  agreement  that  began  on  July  1,  1997.  HB  398  of  the  1997  legislature  authorized  the 
Department  of  A<lministration  to  enter  into  a  lease-purchase  agreement  for  this  building.  HB  398  also  authorized  the 
'.epartment  to  issue  general  obligation  bonds  for  $900,000  to  add  a  second  floor  to  the  building.  A  ten-year  general 
jbligation  bond  was  issued  for  the  second  floor  addition  in  the  1997B  issuance.  The  1997B  bonds  have  subsequently 
;>een  refinanced  at  a  lower  interest  rate  under  the  2005  A  issuance  and  are  scheduled  to  be  paid  off  August  1,  2018. 

Tie  state  has  been  paying  annual  lease-payments  of  $32,050  for  the  first-floor  space.  The  annual  lease  payments 
correspond  to  75%  of  the  cost  of  the  agreement.  The  funding  of  this  decision  package  represents  the  final  25%,  which  is 
,,-tipulated  as  a  balloon  payment  at  the  end  of  the  contract  term.  The  state  must  exercise  its  option  to  purchase  the 
/uilding  on  or  before  June  1,  2012. 


)P  603  -  Make  FY  201 1  17-7-140,  MCA,  Reductions  Permanent  -  The  executive  recommends  reducing  general  fund  for 


eferred  and  general  maintenance  projects  and  for  upkeep  for  the  capital  complex. 
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LFD 
COMMENT 


5%  Reduction  Plan  -  Reduce  Deferred  and  General  Maintenance 


This  decision  package  is  the  only  item  for  the  program  on  the  agency's  5%  reduction  plan.   This  iteni  | 
was  also  included  as  two  items  on  the  Governor's  17-7-140,  MCA,  reduction  plan.   Specifically,  FM 
2011  funding  was  reduced  to  delay  deferred  maintenance  projects  such  as  parking  lot  and  sidewalk  repairs.    This  I 
adjustment  would  continue  to  reduce  funding  for  deferred  maintenance  projects  that  do  not  impact  life  safety  aspects  o;i 
state  facilities.    The  impact  is  that  the  list  of  deferred  maintenance  would  grow  and  the  future  cost  of  addressing  the 
maintenance  items  could  be  higher  as  a  more  degraded  condition  may  need  to  be  addressed.    For  example,  delaying 
parking  lot  repairs  could  lead  to  more  cracks  and  pot  holes  that  may  degrade  the  subsurface  and  require  more  substantia  I 
efforts  to  restore.   Also  included  were  general  maintenance  items  that  would  be  reduced  and  would  include  eliminating  i 
the  window  washing  contract  and  reducing  irrigation  on  the  capitol  complex.  The  impacts  would  be  that  the  appearance 
of  the  capitol  complex  buildings  and  grounds  would  be  diminished. 


Proprietary  Rates 

The  General  Services  Division  provides  the  following  functions  funded  with  proprietary  funds.  These  programs  an 
described  below  along  with  a  discussion  of  the  program  revenues,  expenses,  and  rates  being  requested  to  finance  th< 
programs: 

o     Facilities  Management  (Rent  and  Maintenance) 

o     Print  Services 

o     Mail  Services 

o      Surplus  Property 

o     Central  Stores 

Facilities  Management  (Rent  and  Maintenance  -  06528) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06528  shows  the  financial  information  fo 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  editei 
and  reconfigured  the  figure  for  clarity. 


•; 
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2013  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds 

Fund              Fund  Name           Agency  # 

Agency  Name 

'rogram  Name 

06528      Rent  &  Maintenance      61010     Department  of  Administration 

Facilities  Management 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Office  Rental  Rate 

$9,528,412 

$9,819,581 

$9,242,453 

$9,288,365 

Revenue  from  Warehouse  Rental  Rate 

406,937 

421,692 

397,174 

399,798 

Revenue  from  Recycling  Revenue 

19,699 

26,495 

19,060 

19,060 

Revenue  from  Handyman  Charges 

96,231 

11,140 

15,425 

15,425 

Revenue  from  Project  Work 

128,090 

27,465 

25,040 

25,040 

Revenue  from  Grounds  Maintenance 

500,422 

505,373 

476,497 

476,704 

Net  Fee  Revenue 

$10,679,791 

$10,811,746 

$10,175,649 

$10,224,392 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

49 

0 

0 

0 

Total  Operating  Revenue 

$10,679,840 

$10,811,746 

$10,175,649 

$10,224,392 

Operating  Expenses: 

Personal  Services 

1,652,198 

1,830,710 

1,878,397 

1,878,856 

Other  Operating  Expenses 

7,982,936 

7,856,983 

7,469,692 

7,552,880 

Total  Operating  Expenses 

$9,635,134 

$9,687,693 

$9,348,089 

$9,431,736 

Operating  Income  (Loss) 

1,044,706 

1,124,053 

827,560 

792,656 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

(24,975) 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

($24,975) 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$1,019,731 

$1,124,053 

$827,560 

$792,656 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

1424  9th  Avenue  HVAC  Expenditures 

0 

0 

0 

0 

LRBP  Transfers  Out 

470,104 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$1,489,835 

$1,124,053 

$827,560 

$792,656 

Total  Net  Assets-  July  1  -  As  Restated 

4,890,827 

6,380,662 

7,504,715 

8,332,275 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

4,890,827 

6,380,662 

7,504,715 

8,332,275 

Net  Assets-  June  30 

$6,380,662 

$7,504,715 

$8,332,275 

$9,124,931 

60  days  of  expenses 

$1,605,856 

$1,614,616 

$1,558,015 

$1,571,956 

'rogram  Description 

Lent  and  maintenance  is  managed  by  the  Facilities  Management  Bureau,  which  is  the  custodian  of  state  property  and 
'rounds  in  the  State  Capitol  area.  The  State  Capitol  area  is  the  geographic  area  within  a  1 0-mile  radius  of  the  State 
"apitol.  The  bureau  provides  facilities  management  assistance,  including  repair,  maintenance,  and  construction  services 
|  state  agencies  in  the  Helena  area  and  provides  statewide  leasing  assistance  to  agencies  to  negotiate  co-location  of 
gencies  to  procure  leased  space  for  field  offices.  The  bureau  also  manages  the  office  waste  paper  products  recycling 
rogram  in  the  Helena  area.  The  program  serves  all  agencies  and  units  within  state  government. 


rogram  Narrative 

jxpenses 

jignificant  costs  for  the  program  are  for: 

o     Personal  services  for  34.90  FTE,  $  1 .6  million  or  1 7.7%  of  total  costs 
o     Operating  costs,  $7.4  million  with  74.3%  of  these  costs  due  to: 


FD  Budget  Analysis 


A- 167 


2013  Biennium 


6101  -  DEPARTMENT  OF  ADMINISTRATION 06-GENERAL  SERVICES  PROGRAiN 

•  Buildings  and  grounds  repair,  $1.4  million 

•  Electricity,  $1.2  million 

•  Janitorial  services,  $1.1  million 

•  Caretaker  services,  $1.1  million 

•  Natural  gas,  $0.7  million 

The  program  pays  for  all  utilities  on  the  complex  including  water,  sewer,  electricity,  natural  gas,  and  garbage  collectio 
It  also  pays  for  locksmith  services,  repair  and  maintenance,  construction,  construction  management,  ground; 
maintenance,  leasing  services,  recycling,  emergency  response  and  management,  and  security.  The  bureau  manages 
several  service  contracts  that  are  provided  by  private  sector  employees  including  security,  pest  control,  mechanica 
maintenance,  janitorial  services,  elevator  repair  and  maintenance,  and  fire  sprinkler  systems  maintenance  and  acces; 
control. 

Revenues 

All  agencies  occupying  office  space  in  state-owned  buildings  on  the  capitol  complex  pay  rent  to  the  program.  Separate 
rental  rates  are  established  for  office  and  storage  space  and  for  grounds.  In  addition  to  rent  payments  agencies  pay  i 
percentage  of  costs  for  non-routine  maintenance  projects.  These  fees  are  charged  at  different  rates  depending  on  whethei 
bureau  or  contracted  employees  are  used  to  complete  the  project.  The  revenues  from  fees  are  generated  in  the  following 
percentages: 

o     Office  and  warehouse  rental  rates  -  92% 

o     Grounds  Maintenance  -  5% 

o     Construction,  and  handyman  services  -  2% 

o     Recycling  -  1  %. 

Budget  authority  to  pay  rent  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the  executive  budge 
for  capitol  complex  rent  is  $1 .1  million  lower  for  the  2013  biennium  than  the  funding  approved  by  the  2009  Legislature 
primarily  due  to  a  reduction  in  the  2011  biennium  as  part  of  the  Governor's  17-7-140,  MCA,  reductions  and  then 
continuation  in  the  2013  biennium.  The  reductions  were  for  general  and  deferred  maintenance  of  state-owned  buildings 
on  the  Capitol  Complex. 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (48.6%) 
o     State  special  revenue  (12.8%) 
o     Federal  special  revenue  (9.7%) 
o     Other  (28.9%) 

Present  Law  Adjustments 

DP  0602  -  Increase  for  Contracted  Services  -  Increases  of  $100,522  in  FY  2012  and  $160,106  in  FY  2013  would  fund 
increases  that  are  anticipated  as  the  janitorial,  elevator,  mechanical,  and  access  control  contracts  are  rebid  following 
completion  of  the  five-year  contract  terms. 
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LFD 
COMMENT 


Factors  in  Contract  Increases 


The  five-year  contracts  for  the  janitorial,  elevator,  mechanical,  and  access  control  have  no  inflationary 
clauses.  However,  although  not  certain,  prevailing  wage  rates  for  the  associated  contract  employees 
.hat  provide  the  services  indicate  that  the  wages  for  all  should  increase  by  from  2.2%  to  6.0%  per  year,  depending  on  the 
ype  of  worker.  The  increases  are  based  on  prevailing  wage  rates  published  for  Montana  in  February  2010  by  the  U.S. 
Department  of  Labor. 


J 

3P  0605  -  Add  the  Spring  Meadow  Lake  Facility  -  Increases  of  $104,422  per  year  would  fund  the  addition  of  facilities 
■  it  Spring  Meadow  Lake  State  Park  in  Helena  to  the  facilities  management  responsibilities  of  the  program.  Funding 
:,vould  include  the  following  services  with  associated  annual  cost  estimates: 

o     Utilities  (electricity,  natural  gas,  sewer,  and  water)  -  $59,000 

o     Contracted  services  (janitorial,  mechanical,  and  sanitation)  -  $39,482 

o     Grounds  maintenance  -  $5,940 

proprietary  Rates 

:or  the  20 1 3  biennium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates  for  Facilities  and  Maintenance 

Actual 

Budgeted 

Budgeted 

Budgeted 

Fee 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Office  rent  (per  sq.  ft.) 

$8,869 

$9,002 

$8,412 

$8,460 

Warehouse  rent  (per  sq.  ft.) 

4.804 

5.010 

4.844 

4.876 

Grounds  maintenance  (per  sq.  ft.) 

0.541 

0.543 

0.494 

0.494 

Project  management  -  in-house 

15% 

15% 

15% 

15% 

Proj  ect  management  -  contracted 

5% 

5% 

5% 

5% 

:.Tie  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
ates  the  program  must  charge. 

Tie  above  decision  packages  would  have  the  following  impact  on  the  statewide  fixed  cost  allocation,  comparing  the  FY 
:0 12/20 13  rates  to  the  rates  approved  by  the  legislature  for  FY  2010: 
o     Statewide  present  law  adjustments  ($0.630/$0.630  reductions) 
o     DP  0602  -  Increase  for  Contracted  Services  ($0.085/$0.135  per  square  foot  increases  in  the  office  space  rent  rate 

and  $0.036/$0.067  in  the  warehouse  rent  rate) 
o     DP  0605  -  Add  the  Spring  Meadow  Lake  Facility  ($0,082  per  square  foot  increases  in  both  years  in  the  office 

space  rent  rate,  $0,073  per  square  foot  each  year  in  the  warehouse  rent  rate,  and  $0,006  per  square  foot  each  year 

in  the  grounds  maintenance) 
o     Cumulative  impact  of  all  adjustments  ($0.457/$0.409  per  square  foot  reductions  in  office  space  rent,  $0.04/0.072 

per  square  foot  increase  in  warehouse  rent,  and  $0,047  per  square  foot  reductions  each  year  in  grounds 

maintenance) 


|i  addition  to  the  above  impacts  the  decision  packages  of  this  proprietary  program  have  on  the  rates,  present  law  DP 
603  -  17-7-140  MCA  budget  reductions  would  lower  the  rental  rate  by  $0.1 16  per  square  foot  in  both  years  only  to  the 
iffice  space  rent  rate. 
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Print  and  Mail  Services  Bureau  (Print  &  Mail  -  06530) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06530  shows  the  financial  information  fot  i 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  editec 
and  reconfigured  the  figure  for  clarity. 


20 1 3  Biennium  Report  on  Internal  Service  and 

Enterprise  Funds 

Fund           Fund  Name         Agency  # 

Agency  Name 

Program  Namt 

06530  Print  &  Mafl  Services    61010      Department  of  Administration 

General  Services 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Internal  Printing 

$1,752,421 

$1,927,717 

$1,829,873 

$1,878373 

External  Printing 

3,801,568 

3,801,568 

3,801,568 

3,801,568 

Photocopy  Pool 

899,923 

525,000 

899,923 

904,923 

Mail  Preparation 

666,577 

646,577 

656,577 

666,177 

Mafl  Operations 

4,735,725 

4,191345 

4,937,426 

4,937,426 

Inter-agency  (Deadhead  Mail) 

281,917 

281,917 

297,657 

297,657 

Postal  Contract  Station 

38,976 

38,976 

38,976 

38.976 

Net  Fee  Revenue 

$12,177,107 

$11,413,000 

$12,462,000 

$12,525,000 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

7 

0 

0 

0 

Total  Operating  Revenue 

$12,177,114 

$11,413,000 

$12,462,000 

$12,525,000 

Operating  Expenses: 

Personal  Services 

1350,421 

1,782,421 

1,769,188 

1,769,017 

Other  Operating  Expenses 

10,853,162 

9.698.162 

11390,772 

11386.028 

Total  Operating  Expenses 

$12,203,583 

$11,480,583 

$13,059,960 

$13,055,045 

Operating  Income  (Loss) 

($26,469) 

($67,583) 

($597,960) 

($530,045) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

(78,147) 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

($78,147) 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

($104,616) 

($67,583) 

($597,960) 

($530,045) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

($104,616) 

($67,583) 

($597,960) 

($530,045) 

Total  Net  Assets-  July  1  -  As  Restated 

1,916376 

1,811,760 

1,744,177 

1,146317 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

1.916376 

1,811,760 

1,744,177 

1.146317 

Net  Assets-  June  30 
60  days  of  expenses 

$1,811,760 
$2,033,931 

$1,744,177 
$1,913,431 

$1,146317 

$616,172 
$2,175,841 

$2,176,660 

Program  Description 

The  Print  and  Mail  Services  Bureau  provides  printing,  mail  services,  duplicating,  desktop  publishing,  layout  and  design 
graphic  and  illustrative  art,  forms  design,  reprographics,  binding  and  quick  copy,  and  photocopier  pools  services  for  state 
agencies.  The  bureau  has  seven  basic  components:  1)  internal  printing;  2)  external  (contracted)  printing;  3)  photocop; 
pool;  4)  mail  preparation;  5)  central  mail  operations;  6)  inter-agency  (deadhead  mail);  and  7)  postal  contract  station  wit: 
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locked  mail  boxes  in  the  Capitol.  Customers  include  all  agencies  and  units  within  state  government.  Use  of  the 
photocopy  pool  is  optional.  A  state  agency  may  buy  its  own  copier  through  the  State  Procurement  Bureau.  All  printing 
or  purchasing  of  printing  is  requested  through  print  services,  which  determines  the  most  cost  effective  method  of  project 
completion.  Not  all  requests  for  printing  are  completed  internally.  Nearly  70  percent  of  printing  expenditures  are 
procured  through  commercial  vendors.  The  Postal  Contract  Station  provides  mail  services  to  the  public. 

Program  Narrative 

Lenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  44.80  FTE,  SI  .4  million  or  53.8%  of  total  costs 
o     Operating  costs,  $10.4  million  with  91.1%  of  these  costs  due  to: 

•  Postage  and  mailing,  $4.5  million 

•  Printing,  $3.7  million 

•  Direct  materials  for  printing  (paper  and  ink),  $1.1  million 

•  Building  rent,  $0.2  million 

Revenues 

M\  agencies  in  Helena  use  the  services  of  this  program  depending  upon  their  printing  and  mail  needs.  Printing  revenue 
,  s  based  on  the  actual  type  and  volume  of  printing  provided  and  mail  services  is  based  on  agency  specified  service 
lequency. 

Revenue  is  received  in  the  following  percentages: 

o     Internal  printing  (printing,  duplicating,  desktop  publishing,  binding  and  quick  copy  services,  variable  data 

printing  warrant  writer  and  mainframe  printing)  -  14.4% 
o     External  printing  (printing  procured  through  commercial  vendors)  -  3 1 .2% 
o     Photocopy  pool  (photocopiers  contracted  through  the  private  sector)  -  7.4% 
o     Mail  preparation  (preparing  documents  for  mailing  by  tabbing,  labeling,  inkjet  addressing,  inserting,  and  bar 

coding)  -  5.5%. 
o     Central  mail  operations  (pick-up  and  metering  of  out-going  U.S.  Mail  and  express  small  package  services)  - 

38.9% 
o     Inter-agency  (sorting  and  delivery  of  incoming  mail  and  pickup  and  delivery  of  deadhead  mail)  -  2.3% 
o     Capitol  building  postal  contract  station  ($3,248.00  monthly  from  the  U.S.  Postal  Service  for  operation  of  the 

Capitol  Post  Office)  -  0.3  % 

hidget  authority  to  pay  inter-agency  mail  fees  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the 
executive  budget  for  inter-agency  mail  (fixed  cost  item  messenger  services)  is  $41,354,  or  6.6%,  higher  for  the  2013 
>iennium  than  the  funding  approved  by  the  2009  Legislature. 

j'unding  Sources 

'  ederal  funds  pay  for  the  operation  of  the  contract  post  office  in  the  capitol  building.  Except  for  the  contract  post  office 
nd  inter-agency  mail,  expenditure  categories  used  to  record  customer  agency  expenditures  include  expenditures  for  the 
ervices  of  this  program  and  other  expenditures  not  related  to  the  services  provided  by  this  program.  As  such,  only  the 
unding  sources  that  finance  payments  for  inter-agency  mail  are  able  to  be  estimated  with  any  confidence.  The  following 
lources  of  funding  were  used  to  pay  for  the  inter-agency  mail  services  provided  by  this  program: 

o     General  fund  (33.0%) 

o     State  special  revenue  (23.2%) 

o     Federal  special  revenue  (13.1%) 

o     Other  (30.6%) 
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Proprietary  Rates 

For  the  20 1 3  biennium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates 

-  Print  and  Mail 

-  Printing  Rates 

Fee  group  and  fee 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Internal  Printing 

Impression  Cost 

1-20 

$0.0762 

$0.0762 

$0.0762 

$0.0762 

21-100 

$0.0336 

$0.0336 

$0.0336 

$0.0336 

101-1000 

$0.0193 

$0.0193 

$0.0193 

$0.0193 

1001-5000 

$0.0078 

$0.0078 

$0.0078 

$0.0078 

5000  + 

$0.0039 

$0.0039 

$0.0039 

$0.0039 

Cobr  Copy 

8  1/2x11 

$0.25 

$0.25 

$0.25 

$0.25 

11x17 

$0.50 

$0.50 

$0.50 

$0.50 

Ink 

Black  per  Sheet 

$0.0002 

$0.0002 

$0.0002 

$0.0002 

Color 

$15.00 

$15.00 

$15.00 

$15.00 

Special  Mix 

$25.00 

$25.00 

$25.00 

$25.00 

Large  Format  Color  per  ft. 

$12,696 

$12.70 

$12.70 

$12.70 

Collating  Machine 

$0.0072 

$0.0072 

$0.0072 

$0.0072 

Collating  Hand 

$0.60 

$0.60 

$0.60 

$0.60 

Stapling  Hand 

$0,018 

$0,018 

$0,018 

$0,018 

Stapling  In-line 

$0,012 

$0,012 

$0,012 

$0,012 

Saddle  Stitch 

$0,036 

$0,036 

$0,036 

$0,036 

Folding 

$12.00 +  $0,006 

$12.00  +  $0,006 

$12. 

00  +  $0,006 

$12.00 +  $0,006 

Folding  Rt  Angle 

$12.00  +  $0,006 

$12.00  +  $0,006 

$12.00 +  $0,006 

$12.00  +  $0,006 

Folding  In-line 

$0,036 

$0,036 

$0,036 

$0,036 

Punching  St  3  hole 

$0.0012 

$0.0012 

$0.0012 

$0.0012 

Punching  Non  St 

$3.60 +$0.0012 

$3.60 +$0.0012 

$3.60 +$0.0012 

$3.60  +$0.0012 

Cutting 

$0.66 

$0.66 

$0.66 

$0.66 

Padding 

$0.0024 

$0.0024 

$0.0024 

$0.0024 

Scoring,  perf,  num 

66.00  + 

Dup  Rate  66.00  + 

Dup  Rate  56.00 

+  Dup  Rate  66.00  +  Dup  Rate 

Perfect  Binding 

$18.00 +  $0.66 

$18.00  +  $0.67 

$18.00 +  $0.68 

$18.00  +  $0.69 

Spirial  Binding 

$0.69 

$0.69 

$0.69 

$0.69 

Laminating 

8  1/2x11 

$0.57 

$0.57 

$0.57 

$0.57 

11  xl7 

$0.85 

$0.85 

$0.85 

$0.85 

Tape  Binding 

$0.60 

$0.60 

$0.60 

$0.60 

Tabs 

$0.60 

$0.60 

$0.60 

$0.60 

Transparencies 

$0.60 

$0.60 

$0.60 

$0.60 

Shrink  Wrapping 

$0.30 

$0.30 

$0.30 

$0.30 

Hand  Work  Production 

$0.60 

$0.60 

$0.60 

$0.60 

Overtime 

$22.15 

$22.15 

$22.15 

$22.15 

Desktop 

$46.36 

$46.36 

$46.36 

$46.36 

Scan 

$9.52 

$9.52 

$9.52 

$9.52 

Proof 

$0.25 

$0.25 

$0.25 

$0.25 

Programming 

$45.46 

$45.46 

$45.46 

$45.46 

File  Transfer 

$22.73 

$22.73 

$22.73 

$22.73 

Varible  Data 

$0,009 

$0,009 

$0,009 

$0,009 

Mainframe  Printing 

$0,069 

$0,069 

CD  Duplicating 

$1.75 

$1.75 

$1.75 

$1.75 

DVD  Duplicating 

$3.50 

$3.50 

$3.50 

$3.50 

Silver  Plates 

8.5x11 

$9.20 

$9.20 

$9.20 

$9.20 

11x17 

$10.35 

$10.35 

$10.35 

$10.35 

CTP  Plates 

8.5x11 

$9.20 

$9.20 

$9.20 

$9.20 

11x17 

$10.35 

$10.35 

$10.35 

$10.35 

External  Printing  (%  markup  on  invoice 

6.73% 

6.73% 

6.73% 

6.73% 
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Requested  Rates  -  Print  and  Mail 

-  Photocopy  and  Mail 

Fee  group  and  fee 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Photocopy  Pool  (%  m£ 

rkup  on  invoice) 

15.9% 

15.9% 

15.9% 

15.9% 

Mail  Preparation 

Tabbing 

$0,021 

$0,021 

$0,021 

$0,021 

Labeling 

$0,021 

$0,021 

$0,021 

$0,021 

InkJet 

$0,034 

$0,034 

$0,034 

$0,034 

Inserting 

$0,030 

$0,030 

$0,030 

$0,030 

Winsort 

$0,062 

$0,062 

$0,062 

$0,062 

Permit  Mailings 

$0,062 

$0,062 

$0,062 

$0,062 

Mail  Operations 

Service  Type  (each) 

Machinable 

$0,043 

$0,043 

$0,043 

$0,043 

Non-Machinable 

$0,080 

$0,080 

$0,080 

$0,080 

Seal  Only 

$0,020 

$0,020 

$0,020 

$0,020 

Post  cards 

$0,049 

$0,049 

$0,049 

$0,049 

Certified  Mail 

$0,614 

$0,614 

$0,614 

$0,614 

Registered  Mail 

$0,614 

$0,614 

$0,614 

$0,614 

Internatl  Mail 

$0,400 

$0,400 

$0,400 

$0,400 

Flats 

$0,110 

$0,110 

$0,110 

$0,110 

Priority 

$0,614 

$0,614 

$0,614 

$0,614 

Express  Mail 

$0,614 

$0,614 

$0,614 

$0,614 

USPS  Parcels 

$0,400 

$0,400 

$0,400 

$0,400 

Insured  mail 

$0,614 

$0,614 

$0,614 

$0,614 

Media  Mail 

$0,307 

$0,307 

$0,307 

$0,307 

Standard  Mail 

$0,200 

$0,200 

$0,200 

$0,200 

Postage  Due 

$0,061 

$0,061 

$0,061 

$0,061 

Fee  Due 

$0,061 

$0,061 

$0,061 

$0,061 

Tapes 

$0,245 

$0,245 

$0,245 

$0,245 

Express  Services 

$0,500 

$0,500 

$0,500 

$0,500 

Inter-agency  Mail  (maximum  allocation  per  year) 

$281,917 

$281,917 

$297,657 

$297,657 

Postal  Contract  -  Capitol  Post  Office  (annual  amount) 

$38,976 

$38,976 

$38,976 

$38,976 

Tie  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
ates  the  program  must  charge. 

Central  Stores  Program  (Central  Stores  -  06531) 

°roposed  Budget 

i"he  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06531  shows  the  financial  information  for 
he  fund  from  FY  20 1 0  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
,nd  reconfigured  the  figure  for  clarity. 
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20 1 3  Biermium  Report  on  Internal  Service  and  Enterprise 

Funds 

Fund         Fund  Name    Agency  ft               Agency 

Name 

Program  Name 

06531      Central  Stores     6101      Department  of  Administration 

General  Services  Division 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Central  Stores  Supplies 

$4,854,919 

$5,000,000 

$5,000,000 

$5,000,000 

Net  Fee  Revenue 

$4,854,919 

$5,000,000 

$5,000,000 

$5,000,000 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

7 

0 

0 

0 

Total  Operating  Revenue 

$4,854,926 

$5,000,000 

$5,000,000 

$5,000,000 

Operating  Expenses: 

Personal  Services 

388,508 

511,278 

523,505 

523,025 

Other  Operating  Expenses 

4.450.553 

4.532.143 

4.561,237 

4.556331 

Total  Operating  Expenses 

$4,839,061 

$5,043,421 

$5,084,742 

$5,079356 

Operating  Income  (Loss) 

$15,865 

($43,421) 

($84,742) 

($79356) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$15,865 

($43,421) 

($84,742) 

($79356) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$15,865 

($43,421) 

($84,742) 

($79356) 

Total  Net  Assets-  July  1  -  As  Restated 

813,086 

828,951 

785,530 

700,788 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  Jury  1  -  As  Restated 

813.086 

828.951 

785.530 

700,788 

Net  Assets-  June  30 

$828,951 

$785,530 

$700,788 

$621,432 

60  days  of  expenses 

$806,510 

$840,570 

$847,457 

$846359 

Program  Description 

The  Central  Stores  Program  contracts  with  a  large  warehouse  distribution  center  to  provide  on-line  ordering  for  offic 
supplies.  The  program  develops  standard  specifications  and  procures,  warehouses,  and  delivers  commonly  used  items  t! 
all  state  agencies  and  participating  local  governments.  Customers  include  all  agencies  and  units  within  state  governmer 
and  participating  local  governments. 


Section  18-4-302(3),  MCA,  mandates  state  agencies  to  use  central  stores  unless  the  publicly  advertised  price  of  a 
alternate  supplier,  established  catalog  price,  or  discount  price  offered  to  the  agency  is  less  than  the  price  offered  by  th 
stores  program,  as  long  as  the  office  supply  conforms  in  all  material  respects  to  the  terms,  conditions,  and  quality  offere 
by  the  stores  program.  Local  governments  and  university  system  employees  are  not  mandated  to  use  central  stores. 

Program  Narrative 

Expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  1 1 .55  FTE,  $0.4  million  or  7.7%  of  total  costs 
o     Operating  costs,  $4.6  million  with  89.5%  of  these  costs  due  to  the  purchase  of  supplies  such  as  office  supplie 
computer  paper,  fine  paper  stock,  printed  forms,  course  paper,  and  janitorial  supplies 
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Revenues 

All  agencies  and  units  within  state  government  and  participating  local  governments  purchase  office  supplies  and  paper 
products  through  this  program.  The  customer  pays  for  the  products  purchased  plus  a  markup  on  the  invoice  of  purchased 
products  that  funds  the  administration  of  this  program. 

'undine  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
i      o     General  fund  (39.4%) 

o     State  special  revenue  (28.1%) 

o     Federal  special  revenue  (17.2%) 

o     Other  (15.3%) 

°resent  Law  Adjustments 

The  only  present  law  adjustments  for  this  program  are  for  statewide  adjustments  that  impact  all  agencies'  budgets.  For 
Central  Stores,  personal  services  adjustments  dominate  and  account  for  most  of  the  $145,986  increase  in  FY  2012  and 
'5140,600  increase  in  FY  2013. 

Proprietary  Rates 

:7or  the  20 1 3  biermium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates  for  Central  Stores 

Actual    Budgeted 
Fee                                                                       FY  2010     FY  2011 

Budgeted 
FY  2012 

Budgeted 
FY  2013 

Central  Stores  Supplies  (maximum  markup)            20.0%         25.0% 

25.0% 

25.0% 

("he  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biermium.   They  are  not  the 
ates  the  program  must  charge. 


jiurplus  Property  Program  (Surplus  Property  -  06066) 

proposed  Budget 

ITie  2013  Biermium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06066  shows  the  financial  information  for 
he  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
;)nd  reconfigured  the  figure  for  clarity. 
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201 3  Biennium  Report  on 

Internal  Service  and 

Enterprise 

-unds 

Fund        Fund  Name      Agency  # 

Agency  Name 

Program  Name 

06066  Surplus  Property     61010    Department  of  Administratior 

General  Servk 

es 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

State  Surplus  Property  Handling  Fee 

$0 

$297,000 

$455,000 

$455,000 

Federal  Surplus  Property  Handling  Fee 

0 

12,000 

10,000 

10,000 

Misc.  Revenue 

662387 

0 

0 

0 

Net  Fee  Revenue 

$662387 

$309,000 

$465,000 

$465,000 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

0 

0 

0 

0 

Total  Operating  Revenue 

$662387 

$309,000 

$465,000 

$465,000 

Operating  Expenses: 

Personal  Services 

246,548 

226,660 

244,723 

245,143 

Other  Operating  Expenses 

357,093 

121,075 

125,626 

125347 

Inventory  Adjustment* 

0 

0 

465.000 

465.000 

Total  Operating  Expenses 

$603,641 

$347,735 

$835349 

$835390 

Operating  Income  (Loss) 

$58,746 

($38,735)  ($370349)  ($370390) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

3,757 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses)                   $3,757 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$62,503 

($38,735)  ($370,349)  ($370390) 

Contributed  Capital* 

408,464 

326,000 

465,000 

465,000 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$470,967 

$287,265 

$94,651 

$94,610 

Total  Net  Assets-  July  1  -  As  Restated 

6,735 

477,702 

764,967 

859,618 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

6.735 

477,702 

764.967 

859.618 

Net  Assets-  June  30 

$477,702 

S764.967 

$859,618 

$954328 

60  days  of  expenses 

$100,607 

$57,956 

$139,225 

$139332 

inventory  adjustment  is  a  non-budgeted,  non-cash  expenditure.  Contributed  Capital  is  a  non- 

budgeted,  non-cash  revenue. 

Program  Description 

The  Property  and  Supply  Bureau  operates  the  surplus  property  program  to  administer  the  sale  of  state  and  federal  surplu 
property  no  longer  needed  by  agencies.  The  federal  surplus  program  acquires  surplus  property  from  federal  agencies 
This  property  is  distributed  to  state  agencies  or  other  eligible  organizations.  The  surplus  property  programs  provide  ; 
mechanism  to  transfer  surplus  property  between  agencies  and  extend  the  life  of  state  property.  The  program  provide: 
accountability  in  the  disposal  of  surplus  state  property,  provides  agencies  with  a  service  to  collect  surplus  equipment,  ant 
provides  an  in-state  screening  service  to  locate  federal  surplus  property  for  state  agencies  and  local  governments. 

Program  Narrative 


Expenses 

Significant  costs  for  the  program  are  for: 
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o     Personal  services  for  4.60  FTE,  $239,695  or  65.0%  of  total  costs 
o     Operating  costs,  $128,983  with  no  single  item  driving  operating  expense 

o     The  following  two  operating  cost  areas  that  make  up  17.4%  of  operating  costs  are  the  most  significant  to  the 
operation  of  the  program: 

•  Utilities  such  as  electricity,  natural  gas,  water  and  sewer,  and  garbage  disposal,  $12,583 

•  Rent,  $9,836 

jlevenues 

levenues  are  derived  from  the  following  handling  fees: 

o     Property  is  sold  for  less  than  $500,  the  program  retains  the  proceeds 

o     Property  sold  for  $500  or  more  the  program  retains  $500  plus  unusual  expenses 

o     Federal  Surplus  Property  program  fees  are  an  allocation  of  freight  expense  and  14  percent  of  acquisition  cost 

funding  Sources 

,rhe  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o      State  special  revenue  (0.4%) 
o     Other  (99.6%) 

n  FY  2010,  the  Department  of  Transportation  (DOT)  paid  $255,324  in  fees  to  surplus  equipment  and  vehicles  in  their 
equipment  and  motor  pool  programs  that  are  funded  with  proprietary  funds.   These  DOT  fees  financed  the  majority  of 

he  program  for  FY  2010. 

| 

Present  Law  Adjustments 

[lie  only  present  law  adjustments  for  this  program  are  for  statewide  adjustments  that  impact  all  agencies'  budgets.  For 
he  Surplus  Property  Program,  personal  services  adjustments  dominate  and  account  for  most  of  the  $1,671  increase  in  FY 
•!012  and  $1,712  increase  in  FY  2013. 

Proprietary  Rates 

The  fees  charged  are  discussed  above  in  the  "Revenue"  section  for  this  proprietary  program. 

ilie  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  or 
jpprove  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  any 
oncerns  with  the  financial  position  of  the  fund. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  o 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

9.50 

9.50 

9.50 

9.50 

9.50 

9.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible 
Grants 
Transfers 

Assets 

775,175 
273,735 

0 
838,563 

0 

716,257 

378,835 

0 

1,483,576 

75,000 

751,550 
353,415 

0 
838,563 

0 

751,889 
355,557 

0 
838,563 

0 

1,491,432 

652,570 

0 

2,322,139 

75,000 

1,503,439 
708,972 

0 
1,677,126 

0 

12,007 

56,402 

0 

(645,013) 

(75,000) 

0.81%: 

8.64% 

n/a 

(27.78%) 

(100.00%) 

Total  Costs 

$1,887,473 

$2,653,668 

$1,943,528 

$1,946,009 

$4,541,141 

$3,889,537 

($651,604) 

(14.35%) 

General  Fund 
State  Special 
Federal  Special 

508,363 

1,379,110 

0 

539,317 

2,114,351 

0 

419,613 

1,523,915 

0 

422,431 

1,523,578 

0 

1,047,680 

3,493,461 

0 

842,044 

3,047,493 

0 

(205,636) 

(445,968) 

0 

(19.63%) 
(12.77%). 

n  a 

Total  Funds 

$1,887,473 

$2,653,668 

$1,943,528 

$1,946,009 

$4,541,141 

$3,889,537 

($651,604) 

(14.35%) 

Program  Description 

Information  Technology  Services  Division  (ITSD)  is  a  proprietary  program  that  manages  central  computing  an< 
telecommunications  services  for  state  government.  ITSD  provides  central  mainframe  and  mid-tier  computer  services 
and  manages  the  statewide  data  network  SummitNet,  used  by  all  agencies  located  throughout  the  state.  ITSD  provide 
local  and  long  distance  telephone  network  services  used  by  all  agencies,  including  the  university  system,  and  manage: 
the  state's  video  network.  ITSD  coordinates  electronic  government  services  for  the  state,  and  manages  the  state' 
Internet  presence  mt.gov.  ITSD  also  manages  the  security  and  continuity  and  information  technology  (IT)  projec 
management  enterprise  offices. 

The  division  coordinates  Geographic  Information  Systems  (GIS)  development,  and  manages  the  Public  Safety  Service 
Office  that  includes  the  state's  911  and  public  safety  radio  programs.  These  programs  are  funded  by  state  special,  federa 
special  and  general  funds. 

Through  the  office  of  the  Chief  Information  Officer,  the  division  develops  the  Statewide  Strategic  IT  Plan,  coordinate 
IT  for  the  state,  and  reviews  and  approves  IT  acquisitions.  The  division  also  provides  statewide  IT  training  am! 
establishes  hardware,  software,  and  consulting  services  contracts  used  by  agencies. 
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Program  Highlights 


Information  Technology  Services  Division 
Major  Budget  Highlights 


♦      The  majority  of  funding  in  this  program  is  proprietary  funds 

•  The  general  fund  required  to  fund  ITSD  is  reduced  by  $205,636,  or 
19.6%  compared  to  the  201 1  biennium  due  primarily  because  a  5% 
reduction  plan  item  shifts  funding  for  0.50  FTE  from  general  fund  to 
state  special  revenue 

•  A  change  in  the  methodology  for  allocating  the  costs  of  ITSD  and 
reductions  in  recommended  spending  for  ITSD  result  in  a  statewide 
reduction  in  general  fund  being  used  to  support  ITSD  services. 


Major  LFD  Issues 


♦  Alternatives  are  available  for  the  rates  for  the  proprietary  funded  program 
instead  of  the  requested  30-day  working  capital  rate 

♦  A  request  to  increase  9-1-1  program  administrative  funding  lack  details  on 
why  the  increase  is  needed 


program  Narrative 

)%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
■bllowing  summarizes  the  plan  submitted  for  this  program. 

OP  55400  -  4%  Person  Services  Reduction  is  for  a  funding  switch  for  0.50  FTE.  This  executive  recommended 
jidjustment  would  replace  general  fund  with  state  special  revenue.  For  further  discussion  on  this  adjustment  see  the 
•"New  Proposals"  section  for  this  program.  No  other  items  were  included  on  the  agency  5%  plan  for  this  program. 

Funding 

uns  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  201 1  biennium  as  recommended  by 
he  Governor. 


Program  Funding  Table 

State  In  foimat 

on  Technology 

Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  20 10 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$ 

508,363 

26.9% 

s 

419,613 

21.6% 

$          422,431 

21.7% 

01 100  General  Fund 

508363 

26.9% 

419,613 

21.6% 

422,431 

21.7% 

02000    Total  State  Special  Funds 

1J79.110 

73.1% 

1,523;915 

78.4% 

1,523,578 

78.3% 

02594  Basic  91 1  Emerg  Phone  Program 

300,498 

'  15.9% 

364,497 

18.8% 

363,019 

18.7% 

02779  Montana  Land  Information 

1,078,612 

57.1% 

1,159,418 

59.7% 

1,160,559 

59.6% 

Grand   Total 

s 

1.887.473 

100.0% 

$ 

1.943.528 

100  0% 

S        1.946.009 

100.0% 

I'unding  for  the  division  is  provided  primarily  with  a  proprietary  fund  that  is  not  shown  on  the  main  budget  tables,  but  is 
liscussed  in  the  "Proprietary  Rates"  section  for  this  program.  The  HB  2  budgeted  portion  of  the  division  is  funded  with 
;eneral  fund  and  state  special  revenue.  The  division  receives  general  fund  to  administer  the  Public  Safety  Services 
j)ffice.  State  special  revenue  funds  the  administration  of  the  statewide  911  emergency  telephone  program  and  GIS 
:Oordination  work  with  funding  derived  from  land  transaction  fees  under  the  Montana  Land  Information  Act. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


-General  Fund- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


508,363 

(25,389) 

0 

(63,361) 

$419,613 


508,363 

(22,730) 

0 

(63,202) 

$422,431 


1,016,726 

(48,119) 

0 

(126,563) 

$842,044 


120.74% 

(5.71%) 

0.00% 

(15.03%) 


1,887,473 

56,055 

0 

0 

$1,943,528 


1,887,473 

58,536 

0 

0 

$1,946,009 


3,774,946 

114,591 

0 

0 

$3,889337 


97.05%' 
2.95%H 
0.00% 
0.00%. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thes< 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativ< 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2012 — 
State 

Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

($25389) 


Grand  Total  All  Present  Law  Adjustments 
0.00  ($25,389) 


$81,444 


$81,444 


$0 


$0 


7,690 

(31,315) 

(1,358) 

81,038 


$56,055 


$56,055 


0.00 


($22,730) 


($22,730) 


$81,266 


$81,266 


$0 


$0 


8,0i 

(31,32 
(1,33 
83,1 


$58,5 


$583 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  whei 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/o 
clarity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plai 

rules, 
o     Program  Specific  Obstacles  -  the  obstacles  the  program  face  in  hiring  and  retaining  a  qualified  staff  are  th 

same  as  for  the  rest  of  the  agency. 

Vacancy  -  There  was  no  turnover  in  this  program  in  FY  2010. 

Legislatively  Applied  Vacancy  Savings  -  The  program  achieved  the  7.0%  applied  vacancy  savings  rate  b; : 

shifting  funding  from  other  operational  areas. 

Pay/Position  Changes  -  No  pay  or  position  changes  were  made  in  the  last  two  years. 

Retirements  -  Three  employees  in  this  program  are  eligible  for  retirement  in  the  2013  biennium  and  if  the; 

were  to  retire,  the  estimated  compensated  absence  liability  is  $67,385. 


o 
o 


o 
o 


LFD  Budget  Analysis 


A- 180 


2013Bienniu 


5101  -  DEPARTMENT  OF  ADMINISTRATION 07-STATE  INFORMATION  TECHNOLOGY  DIVISION 

Sew  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.   Descriptions  and  LFD  discussion 
)f  each  new  proposal  are  included  in  the  individual  program  narratives. 


Jew  Proposals 

Fiscal  20 13 

State 
Special 

Federal 
Special 

Total 
Funds 

General                State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

)P  55400  -  4%  Person  Services  Reduction 

07               0.00             (63,361) 

Total               0.00           ($63,361) 

63,361 
$63,361 

0 
$0 

0 
$0 

0.00 
0.00 

(63,202) 
($63,202) 

63,202 
$63,202 

0 
$0 

0 
$0 

W  55400  -  4%  Person  Services  Reduction  -  The  executive  recommends  a  4%  reduction  of  personal  services  funded  with 
jeneral  fund.  For  this  program  general  fund  would  be  reduced  and  state  special  revenue  increased  by  a  like  amount  for 
!he  0.50  FTE  bureau  chief  position  of  the  Public  Safety  Services  Bureau.  Funding  for  50%  of  the  position  would  be  the 
jtatewide  9-1-1  state  special  revenue  fund  that  receives  a  2.74%  allocation  of  9-1-1  fees. 


LFD 
COMMENT 


5%  Reduction  Plan  Item 

This  adjustment  is  an  item  on  the  agency's  5%  reduction  plan. 


'roprietary  Rates 

Information  Technology  Services  Division  (SITSD  Proprietary  -06522) 

Proposed  Budget 

"he  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06522  shows  the  financial  information  for 
de  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
■nd  reconfigured  the  figure  for  clarity. 
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20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 

Fund            Fund  Name        Agency  # 

Agency  Name 

Program  Name 

06522     SITSD  Proprietary    61010       Depa 

-tment  of  Administration 

State  Information  Technology  Services 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  201 1 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

$41,430,278 

$40,610336 

$39,500,500 

$39,700,500 

Other  Charges  For  Services 

0 

0 

1.547.636 

1.613.916 

Net  Fee  Revenue 

$41,430,278 

$40,610336 

$41,048,136 

$41314,416 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

240 

0 

0 

0 

Other  Operating  Revenues 

21.885 

0 

0 

0 

Total  Operating  Revenue 

$41,452,403 

$40,610336 

$41,048,136 

$41314,416 

Operating  Expenses: 

Personal  Services 

14,929,431 

16,448,850 

15,979,604 

15,970,587 

Software  Capitalization  (GASB  51)  -  Expensed 

n  FY  2010       4,223,779 

0 

0 

0 

Other  Operating  Expenses 

21.032254 

24.161.486 

25.554.731 

25.828.834 

Total  Operating  Expenses 

$40,185,464 

$40,610336 

$41,534335 

$41,799,421 

Operating  Income  (Loss) 

$1,266,939 

$0 

($486,199) 

($485,005) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$1,266,939 

$0 

($486,199) 

($485,005) 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$1,266,939 

$0 

($486,199) 

($485,005) 

Total  Net  Assets-  July  1  -  As  Restated 

(971,812) 

295,127 

295,127 

(191,072) 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(971,812) 
$295,127 

$6,697,577 

295.127 

$295,127 

$6,768389 

295.127 
($191,072) 

$6,922389 

(191.072) 

($676,077) 

$6,966,570 

45  days  of  expenses 

$5,023,183 

$5,076,292 

$5,191,792 

$5224,928 

Program  Description 

The  Information  Technology  Services  Division  (ITSD)  manages  the  following  information  technology  (IT)  services  fc 
state  government: 

o  Operation  of  the  state  data  center  and  backup  data  center 

o  Shared  statewide  desktop  and  data  network  services 

o  Central  mainframe  computer  processing 

o  Mid-tier  access  and  production  services 

o  Local  and  long-distance  telephone  networking 

o  IT  planning,  research,  and  coordination 

o  Design,  development,  and  maintenance  support  of  IT  applications 

o  Personal  computer  (PC)  and  office  automation  support  and  consultation 

o  Design  and  development  of  telephone  equipment,  networking  applications,  and  other  telecommunication  needs 

o  Internet  and  intranet  services 

o  Electronic  government  planning  and  coordination 
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o     Central  imaging 


Central  imaging 

Geographic  information  systems  (GIS)  coordination 

Disaster  recovery  facilities  for  critical  data  processing  applications 

IT  training 


o     IT  training 
°rogram  Narrative 


expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  174.71  FTE,  $15.0  million  or  36.7%  of  total  costs 

o     Operating  costs,  $19.8  million  with  72.7%  of  these  costs  due  to: 

•  Contracting  for  IT  vendor  services  ($1 .2  million) 

•  Local  voice  and  data  circuits  ($1 .6  million) 

•  Long  distance  voice  and  data  circuits  and  charges  ($2.7  million) 

•  Rent  of  software  programs  ($5.3  million) 

•  Maintenance  of  multi-user  computers  and  terminals  ($1.9  million) 

•  Procurement  of  computer  equipment  (non-capitalizable)  ($1.7  million) 
o     Equipment  costs,  $5.7  million  with  92.0%  of  these  costs  due  to: 

•  Procurement  of  computer  equipment  (capitalizable)  ($  1 .0  million) 

•  Purchase  of  computer  software  ($4.2  million) 

Revenues 

i'unding  for  ITSD  is  primarily  from  charges  to  state  agencies  for  server  and  application  hosting,  and  data/voice  network 
ervices.  A  significant  portion  of  ITSD's  budget  is  Enterprise  Services.  Funding  for  Enterprise  Services  comes  from 
jgency  charges  based  on  a  per-user  allocation. 


Agency  Impacts  of  ITSD  Allocation 

Budget  authority  to  pay  the  ITSD  allocation  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide 
fixed  cost  in  the  executive  budget  for  ITSD  is  $1.1  million  lower  for  the  2013  biennium  than  the 
lunding  approved  by  the  2009  Legislature.  The  primary  reason  for  this  reduction  is  that  the  statewide  present  law 
Idjustments  reduce  the  2013  budget  for  this  program  by  $2.4  million  from  the  base.  Two  factors  contributed  heavily  to 
lis  reduction: 

o     Permanent  FTE  generated  no  vacancy  savings  in  FY  2010 

o     Base  expenditures  funded  18.00  FTE  in  modified  positions  and  this  funding  is  not  included  in  the  funding  for  the 
2013  biennium 

,i  spite  of  the  decline  in  the  net  statewide  allocation  for  the  ITSD  fixed  cost  allocation  as  compared  to  the  level  allocated 
ii  the  20 1 1  biennium  some  other  changes  regarding  the  allocation  among  agencies  should  be  noted. 

fSD  uses  a  tool  to  identify  and  allocate  the  full  cost  of  each  separate  service  it  offers  to  the  users  of  that  service.  This 
pol,  known  as  the  Financial  Transparency  Model  (FTM),  is  relatively  new  in  its  use  by  the  division.  It  was  developed 
uring  FY  2008  and  first  used  to  develop  the  201 1  biennium  budget.  Because  ITSD  continues  to  refine  the  model  for  the 
,jrvices  and  the  costs  to  provide  them,  the  allocation  of  costs  to  the  various  state  agencies  has  shifted  for  the  2013 
!iennium. 
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In  particular,  the  allocation  of  costs  to  host  software  applications  has  changed  dramaticalr* 
from  the  allocation  used  in  the  2011  biennium.  This  is  due  to  refinement  of  more  specify', 
costs  for  application  hosting  services.  Hosting  in  this  instance  is  where  a  customer'1 
software  application  resides  on  the  computer  equipment  operated  by  ITSD  and  ITSE 
provides  services  like  provision  of  network  and  data  storage  space,  24x7  operational  support,  data  backups,  etc.  In  tb 
20 1 1  biennium  many  of  the  services  incidental  to  application  hosting  that  are  now  being  separately  charged  for  the  costi 
were  bundled  under  one  rate.  With  these  services  no  longer  bundled  agencies  with  large  hosted  services  are  seeing  thei 
ITSD  allocations  go  down  and  those  with  smaller  applications  are  seeing  their  allocations  going  up.  The  reason  is  tha 
under  the  bundled  rates  used  in  the  201 1  biennium  agencies  with  larger  applications  subsidized  the  smaller  application: 
for  many  of  the  services  that  are  now  being  separately  billed  for.  For  the  20 1 3  biennium,  the  subsidies  no  longer  an 
occurring. 

The  following  figure  illustrates  the  amount  of  the  change  and  the  general  fund  impact  by  agency.    The  general  fun< 
contribution  to  base  expenditures  was  used  to  estimate  the  general  fund  impact  for  the  2013  biennium. 


ITSD  Fixed  Cost  Adjustment 

Total  Change 

General  Fund 

General  Fund  Amount 

Agency 

FY  2012 

FY  2013 

Biennium 

^2010% 

FY  2012 

FY  2013 

Biennium 

41 100  Department  of  Justice 

987,400 

922,497 

1,909,897 

49.1% 

485,170 

453380 

938,450 

66020  Labor  &  Industry 

756,365 

740,177 

1,496342 

1.5% 

11725 

10,985 

22311 

57060  Dept  Nat  Resource/Conservatioi 

498,688 

590,656 

1,089,344 

757% 

375360 

444,466 

819,726 

52010  Dept.  of  Fish.Wfldlife  &  Parks 

282,929 

284,953 

567,882 

0.0% 

0 

0 

0 

61080  Public  Defender 

187,019 

186,858 

373,877 

100.0% 

187,019 

186,858 

373,877 

53010  Dept  of  Environmental  Quality 

112,847 

112,847 

225,694 

10.1% 

11343 

11343 

22,687 

51030  University  of  Montana 

100,535 

89,047 

189,582 

0.0% 

0 

0 

0 

62010  MT  Dept  of  Agriculture 

93,675 

94,997 

188,672 

11.8% 

11,037 

11,193 

22730 

11040  Legislative  Branch 

(857) 

132,629 

131,772 

92.8% 

(795) 

123,031 

122,236 

35130  MSU  College  of  Tech-GF 

50,955 

50,920 

101,875 

0.0% 

0 

0 

0 

61010  Department  of  Administration 

51,885 

42,434 

94319 

7.9% 

4,117 

3367 

7,484 

32020  Commissioner  of  Political  Prac 

40,419 

42,723 

83,142 

100.0% 

40,419 

42,723 

83,142 

64010  Dept  of  Corrections 

33,016 

41,081 

74,097 

97.4% 

32,153 

40,008 

72,161 

51060  Montana  State  Unrv-Bulings 

28,830 

27318 

56,148 

0.0% 

0 

0 

0 

51070  MSU-Northem 

26,584 

26,459 

53,043 

0.0% 

0 

0 

0 

41070  Crime  Control  Division 

26,304 

26,434 

52,738 

77.1% 

20,289 

20389 

40,678 

35140  Helena  College  of  Tech-UM 

24,806 

24,806 

49,612 

0.0% 

0 

0 

0 

5 1 1 70  Historical  Society 

20,261 

27,045 

47306 

34.0% 

6,879 

9,182 

16,061 

51050  Montana  Tech  of  the  U  of  M 

18,834 

18,726 

37360 

0.0% 

0 

0 

0 

11120  Consumer  Counsel 

17,749 

17,918 

35,667 

0.0% 

0 

0 

0 

65010  Department  of  Commerce 

13,136 

13343 

26,479 

143% 

1,879 

1,908 

3,787 

51140  Montana  Arts  Council 

13,041 

12,733 

25,774 

46.7% 

6,085 

5,941 

12,025 

51010  Board  of  Public  Education 

1237 

12341 

24,478 

17.8% 

2,176 

2,177 

4,353 

56030  Department  of  Livestock 

9,915 

11,072 

20,987 

2.1% 

210 

235 

445 

31010  Governor's  Office 

9,276 

9,151 

18,427 

98.6% 

9,144 

9,020 

18,164 

35010  Office  of  Public  Instruction 

1,699 

859 

2358 

22.2% 

378 

191 

569 

51150  Library  Commission 

715 

742 

1,457 

93.9% 

672 

697 

1368 

51080  University  of  Montana  Western 

(277) 

(362) 

(639) 

0.0% 

0 

0 

0 

51130  School  for  the  Deaf  &  Blind 

(6391) 

(6,176) 

(12,567) 

87.5% 

(5,591) 

(5,403) 

(10,995) 

42010  Public  Service  Regulation 

(6,865) 

(8,973) 

(15,838) 

0.0% 

0 

0 

0 

51020  Commissioner  of  Higher  Ed 

(8,257) 

(9,200) 

(17,457) 

23.7% 

(1,955) 

(2,178) 

(4,133) 

67010  Dept  of  Military  Affairs 

(16,179) 

(13,126) 

(29305) 

403% 

(6,507) 

(5779) 

(11,787) 

34010  State  Auditor's  Office 

(20,402) 

(17,655) 

(38,057) 

0.0% 

0 

0 

0 

54010  Department  ofTransportation 

5335 

(49,676) 

(44341) 

0.0% 

0 

0 

0 

51040  Montana  State  University 

(32,788) 

(42,132) 

(74,920) 

0.0% 

0 

0 

0 

21100  Judiciary 

(281,256) 

(245324) 

(526380) 

96.1% 

(270,310) 

(235,776) 

(506,086) 

69060  Public  Health  &  Human  Services 

(912,660) 

(824,174) 

(1,736,834) 

41.4% 

(377,909) 

(341369) 

(719,178) 

58010  Department  of  Revenue 
Total  Adjustment 

(1,494,329) 
$644,194 

(1,491,115) 

$852,753 

(2,985,444) 
$1,496,947 

97.4% 

(1,454,871) 
($912,483) 

(1.451.741) 
($664,653) 

(2,906.612) 

($1,577,136) 
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As  stated,  ITSD's  rates  are  based  on  a  full  cost  activity  based  budgeting  model,  the  Financial  Transparency  Model.  The 
program  has  defined  nearly  200  services,  allocated  costs  and  staff  time  to  each  service,  and  estimated  units  of  service 
provided  to  each  agency.  Rates  are  based  on  a  detailed  allocation  of  expenses  and  staff  time  to  each  service.  ITSD  uses 
'i  staff  time  tracking  system  to  refine  the  accuracy  of  staff  time  allocation.  For  a  wide  variety  of  services,  agencies  will 
'have  the  choice  of  using  the  service  or  altering  the  units  consumed. 

Rates  and  the  billing  bases  that  generate  major  portions  of  ITSD  revenue  are  listed  below: 

o     Hosting  services 
,1 

•  Storage  hosting  rates  are  based  on  space  usage 

o     Server  hosting 

j 

•  Mainframe  rates  are  based  on  actual  usage 

•  Mid-tier  server's  rates  are  based  on  a  formula  that  accounts  for  the  size  of  server,  space  used,  and 
ITSD  staff  time  required 

o     Application  hosting 

•  Rates  are  based  on  space,  backup,  servers  used,  support  required,  and  licensing  usage 
o     Connectivity  services 

•  Data  network  rates  are  based  on  the  number  of  connections  with  Active  Directory  accounts  on  the 
network 

•  Video  services  are  based  on  conference  hours 
o     Voice  services 

•  Telephone  desktop  equipment  rates  are  based  on  type  of  equipment 

•  Local  calls  are  based  on  a  flat  rate 

•  Long  distance  and  toll  free  services  are  based  on  minutes 

o     Enterprise  Service 

•  Rate  is  based  on  the  number  of  users  with  Active  Directory  accounts  on  the  network 

The  Enterprise  Services  listed  below  are  statewide  in  nature  and  agencies  are  required  to  use  these  services  unless 
granted  an  exception  in  statute  or  by  the  CIO  due  to  existence  of  an  exceptional  condition. 

Enterprise  Services: 

o     Statewide  continuity  planning 

o     Information  system  risk  management 

o     Enterprise  security  and  computing  systems  monitoring 

o     Montana  Information  Technology  Act  (MIT A)  oversight  of  IT  activities 

•  IT  strategic  planning  and  agency  IT  plan  approval 

•  IT  policy,  standards,  and  procedures 
o     Staff  support  for  statutory  IT  councils 
o     State  chief  information  officer  (CIO)  activities 
o     Enterprise-wide  IT  procurement  and  contract  management 
o     Enterprise  application  hosting  -  Citrix  and  Oracle 
o     IT  training  coordination 

o     mt.gov  and  MINE  portal  development  and  website  hosting 
o     Maintenance  of  an  active  directory  of  computer  users 
o     State  telephone  operators 

junding  Sources 

[Tie  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (39.4%) 
o      State  special  revenue  (26.5%) 
o     Federal  special  revenue  (17.3%) 
o     Other  (16.8%) 
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The  above  sources  of  funding  are  based  on  base  year  expenditures.  With  the  allocation  shift  identified  above,  the 
funding  sources  for  the  2013  biennium  may  be  different.  The  amount  of  the  change  is  not  determinable. 

Present  Law  Adjustments 

Statewide  Present  Law  Adjustments  -  Statewide  present  law  adjustments  would  reduce  funding  by  nearly  $2.4  millioi; 
for  the  biennium.  The  largest  reductions  are  for  personal  services.  As  stated  above,  the  primary  factors  for  this  reduction 
are  that  the  base  had  no  vacancy  savings  but  funding  for  modified  FTE  and  this  funding  is  not  continued  into  the  20131 
biennium. 

Proprietary  Rates 

For  the  2013  biennium  the  State  Information  Technology  Services  Division  seeks  the  ability  to  continue  to  charge 
various  rates  in  order  to  maintain  a  30-day  working  capital. 


LFD 
ISSUE 


Alternatives  Are  Available  for  the  Program  Proprietary  Rates 

Because  the  30-day  working  capital  rate  proposed  does  not  provide  a  means  of  limiting  either  rates  or 
expenditures,  the  legislature  may  wish  to  use  an  alternate  rate  that  establishes  limits. 


Statutory  Direction 

Montana  laws  states  that  the  executive  budget  submission  must  contain  a  report  for  internal  services  funds  that  includes: 

"Fees  and  charges  in  the  internal  service  fund  type,  including  changes  in  the  level  of  fees  and  charges,  projected  use  ol 
the  fees  and  charges,  and  projected  fund  balances.  Fees  and  charges  in  the  internal  service  fund  type  must  be  approved 
by  the  legislature  in  the  general  appropriations  act.  Fees  and  charges  in  a  biennium  may  not  exceed  the  level  approved 
by  the  legislature  in  the  general  appropriations  act  effective  for  that  biennium." 


The  program  requests  that  instead  of  approving  fees,  that  the  legislature  provide  the  program  the  flexibility  to  operate  as 
it  determines  necessary  to  maintain  a  30-day  working  capital  balance  to  operate  the  division.  The  legislature  has  adoptee 
the  30-day  working  capital  balance  for  LTSD  for  the  past  several  biennia. 


1995  Legislature  in  HB  576  replaced  the  legislative  action  from  appropriating  internal  services  funds  to  approving  the 
maximum  level  of  fees  and  charges  an  internal  service  funded  program  can  charge  for  its  services.  An  intent  of  this 
legislation  was  to  replace  a  direct  limitation  on  expenditures  with  a  limitation  on  how  much  the  program  could  charge, 
thereby  allowing  the  program  to  respond  to  changing  workload  if  necessary  while  still  limiting  the  amounts  that  could  be 
charged  to  those  using  the  service.  Approving  a  limit  on  the  maximum  working  capital  the  program  does  not  limit  how 
much  can  be  charged.  It  limits  the  amount  of  cash  the  program  can  accumulate  at  a  given  moment. 

One  argument  agencies  make  in  requesting  a  working  capital  rate  is  that  otherwise  the  legislature  would  have  to  approve 
hundreds  of  rates.  Proprietary  funded  programs  also  argue  that  the  costs  are  subject  to  the  choices  of  service  users  whe 
control  the  level  of  services  they  purchase  from  the  service  provider.  Unlike  some  proprietary  funded  services  when 
users  are  free  to  purchase  services  from  other  providers,  users  must  use  most  of  the  services  provided  by  LTSD. 

Within  limits,  users  control  which  of  the  ITSD  services  they  use,  many  of  which  have  alternatives  based  on  cost  anc 
features.  For  example,  users  must  purchase  telephone  services  from  LTSD,  but  users  control  the  type  and  number  of  eacl 
different  telephone  unit  they  use.  Telephones  with  different  features  have  different  rates  to  the  users  and  costs  to  LTSD 
The  legislature  should  be  aware  that  user  agencies'  funding  and  flexibility  to  choose  the  type  and  amounts  of  service; 
purchased  place  constraints  on  LTSD  to  control  costs.  Furthermore,  statutory  constraints  during  the  interim  that  require 
ITSD  to  obtain  approval  from  the  Governor's  budget  office  to  increase  funding  limits  also  constrain  expenditures  o 
LTSD. 
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ISSUE  CONT. 


Given  that  the  working  capital  rate  requested  does  limit  rates  or  expenditures  of  ITSD,  but  users' 
consumption  choices  and  funding  do,  the  legislature  may  approve  the  rates  as  requested  or  other 
alternatives  for  adding  constraints  on  expenditures  of  ITSD.  An  alternative  to  consider  is: 


Approve  specific  fees  for  some  of  the  more  predictable  usage  areas,  such  as  those  listed  below,  and  a  working  capital 

rate  for  all  other  areas: 

o     Enterprise  Services  ($6,166,189  in  FY  2012  and  $6,195,048  in  FY  2013) 

o     Web  content  management  -  sharp  content  -  primary  domain  -  initial  setup  ($600  one-time  charge  in  FY  2012 

and  FY  2013) 
o     Web  content  management  -  sharp  content  -  sub-site  -  initial  setup  ($100  one-time  per  setup  per  sub-site  domain 

in  FY  2012  and  FY  2013) 
o     GIS  services  -  GIS  data  services  -  BMSC  SSFTSD  Managed  ($350  per  service  per  application  per  year  in  FY 

2012  and  FY  2013) 
o     GIS  services  -  GIS  data  services  -  customer  managed  ($800  per  service  per  year  in  FY  20 1 2  and  FY  20 1 3) 
o     GIS  services  -  direct  connectivity  ($3,600  per  connection  in  FY  2012  and  FY  2013) 
o     Voice  services  -  dial  tone  ($13.37  in  FY  2012  and  $13.19  in  FY  2013  per  phone  per  year  or  $1.1 1  in  FY  2012 

and  $  1 . 1 0  in  FY  20 1 3  per  phone  per  month) 
o     Voice  services  -  installation  fee  to  add  a  new  phone  or  move  an  existing  phone  ($132.64  in  FY  2012  and  $44.16 

in  FY  2013  per  phone 
o     Email  -  email  mailbox  ($46.28  in  FY  2012  and  $46.14  in  FY  2013  per  email  box  per  year  or  $3.86  in  FY  2012 

and  $3.84  in  FY  2013  per  email  box  per  month) 


•y  approving  the  working  capital  rate  the  legislature  would  allow  ITSD  to  charge  more  specific  rates  to  its  customers 
nd  ITSD  would  be  allowed  to  set  and  change  the  level  of  these  rates  throughout  the  interim.  The  rates  ITSD  would 
narge  customers  are  based  on  a  wide  variety  of  measures,  each  measure  proportional  to  the  usage,  which  is  determined 
y  each  agency. 

■he  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
ites  the  program  must  charge. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  o 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

39.00 

39.00 

39.00 

39.00 

39.00 

39.00 

0.00 

0.00%! 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

2,310,011 

788,473 

0 

2,910,454 

789,990 

0 

2,815,272 

757,220 

0 

2,813,261 

751,681 

0 

5,220,465 

1,578,463 

0 

5,628,533 

1,508,901 

0 

408,068 

(69,562) 

0 

7.82% 

(4.41%) 

n/a 

Total  Costs 

$3,098,484 

$3,700,444 

$3,572,492 

$3,564,942 

$6,798,928 

$7,137,434 

$338,506 

4.98% 

State  Special 

3,098,484 

3,700,444 

3,572,492 

3,564,942 

6,798,928 

7,137,434 

338,506 

4.98% 

Total  Funds 

$3,098,484 

$3,700,444 

$3,572,492 

$3,564,942 

$6,798,928 

$7,137,434 

$338,506 

4.98% 

Program  Description 

The  Banking  and  Financial  Institutions  Division  licenses,  supervises,  regulates,  and  examines  a  variety  of  fmancia 
institutions  operating  in  and  outside  Montana  such  as: 

o      State-chartered  banks,  trust  companies,  savings  and  loans,  and  credit  unions 

o     Consumer  loan  and  sales  finance  companies 

o     Title  loan  companies 

o     Escrow  companies 

o     Foreign  capital  depositories  in  accordance  with  Title  32,  MCA 

o     Deferred  deposit  loan  companies 

o     Mortgage  brokers  and  loan  originators 

The  purpose  of  the  supervisory  function  is  to  investigate  the  methods  of  operation  in  order  to  determine  whether  thest 
institutions  are  operating  in  a  safe  and  sound  fiscal  manner.  Supervision  of  regulated  financial  business  is  accomplishec 
through  on-site  safety  and  soundness  examinations  conducted  by  division  examiners.  The  division  also  provides  i 
consumer  complaint  process  to  resolve  matters  with  the  regulated  financial  institutions. 

The  State  Banking  Board  is  administratively  attached  to  the  division.  The  board  is  responsible  for  making  fina 
determinations  of  applications  for  new  bank  charters  and  foreign  capital  depository  charters;  hearing  appeals  of  divisior 
decisions  on  branch  bank,  merger,  or  relocation  applications;  and  acting  in  an  advisory  capacity  with  respect  to  the  duties 
and  powers  given  by  statute  or  otherwise  to  the  department  as  the  duties  and  powers  relate  to  banking  and  to  the 

Program  Highlights 


Banking  and  Financial  Division 
Major  Budget  Highlights 


♦     The  only  adjustments  recommended  for  the  division  are  for  statewide  present 
law  adjustments 
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Program  Narrative 


i%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
'bllowing  summarizes  the  plan  submitted  for  this  program.  The  5%  plan  includes  two  items  that  impact  this  program, 
nit  neither  item  has  been  included  in  the  executive  budget: 

o  Reduce  the  division's  state  special  revenue  funding  for  operating  expenses  to  implement  SB  351  of  the  2009 
Legislature  by  $26,100  per  year.  SB  351  is  the  Montana  Mortgage  Broker,  Mortgage  Lender,  and  Mortgage 
Loan  Originator  Licensing  Act.  This  act  implements  the  requirements  in  the  federal  Secure  and  Fair 
Enforcement  for  Mortgage  Licensing  Act  of  2008  (SAFE  Act)  that  requires  states  to  pass  legislation  to  protect 
consumers  and  the  stability  of  the  state's  economy.  The  biggest  impacts  on  the  operations  of  the  program  due  to 
SB  351  are  in  implementing  the  rules  to  implement  the  SAFE  Act  and  to  train  staff  per  the  requirements  of  the 
act.  Training  requirements  are  ongoing  but  rules  will  only  need  to  be  changed  upon  subsequent  federal  changes. 
Workload  impacts  were  addressed  by  redirecting  existing,  but  vacant  FTE  to  perform  the  functions  required  in 
SB  35 1 .  According  to  the  agency,  the  risks  of  reducing  this  operation  funding  is  that  the  division  would  then  not 
have  sufficient  funding  to  address  unexpected  changes  to  federal  legislation  both  by  addressing  changes  in 
statutes  and  rules  and  by  maintaining  staff  trained  on  the  changes.  This  item  would  be  a  0.8%  reduction  for  this 
program 
o  Eliminate  funding  for  2.00  FTE  bank  examiner  positions  by  $115,382  per  year.  The  agency  has  been  able  to 
meet  statutory  examination  frequency  requirements  for  banks  and  credit  unions  but  the  risk  is  that  when  more 
frequent  examinations  or  spot  checks  are  warranted  for  financial  institutions  identified  as  problem  institutions, 
the  staffing  levels  would  not  be  sufficient  to  monitor  the  institution  more  frequently  than  the  minimum  statutory 
level.  This  item  would  be  a  3.7%  reduction  for  this  program 


runding 

'.Tie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
he  Governor. 


Program 
Banking  An 

Funding  Table 
i  Financial  Division 

Pro  gram  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000    Total  State  Special  Funds 

02077  Financial  Institutions  Div 
Grand   Total 

$       3,098,484 

3,098,484 

$       3.098.484 

100.0%     $       3,572,492 
100.0%            3.572.492 
100.0%     S       3.572.492 

100.0% 
100.0% 
100.0% 

S 

S 

3,564,942 
3,564.942 
3.564.942 

100.0% 
100.0% 
100.0% 

Tie  division  is  funded  solely  by  state  special  revenue  through  assessments,  application  fees,  and  examination  fees  paid 
y  the  regulated  financial  institutions. 

budget  Summary  by  Category 

iTie  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


udget  Summary  by  Category 


udget  Item 


General  Fund — 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget  Fiscal  2012 


Total  Funds 

Budget  Biennium  Percent 

Fiscal2013         Fiscal  12-13  ofBudget 


|ase  Budget 

|  atewide  PL  Adjustments 
ther  PL  Adjustments 
jew  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


3,098,484 

474,008 

0 

0 

$3372,492 


3,098,484 

466,458 

0 

0 

$3,564,942 


6,196,968 

940,466 

0 

0 

$7,137,434 


86.82% 

13.18% 

0.00% 

0.00% 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativq 
descriptions. 


Present  Law  Adjustments 


Fiscal  2012- 

General  State 


FTE 


Fund 


Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$0  $474,008 


Grand  Total  All  Present  Law  Adjustments 
<L00 $0  $474,008 


$0 


$0 


622,563 

(117,302) 

(10,387) 

(20,866) 


$474,008 


$474,008 


0.00 


$0 


$0 


$466,458 


$466,458 


$0 


$0 


620,46 

(117,21( 

(10,14: 

(26,64< 


$466. 


' 


$466,45 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/oi 
clarity. 

o     Pay  Plan  Exceptions  -  The  program  offers  a  professional  career  ladder  program  for  banking  examiners  tc 

address  challenges  in  hiring  and  retaining  competent  staff  due  to  much  higher  pay  structures  offered  by  federa 

banking  regulators  and  private  banks. 

o     Program  Specific  Obstacles  -  The  program  competes  with  federal  banking  regulators  and  private  banks  foi 

examiner  staff  and  these  competing  entities  have  higher  pay  structures  than  the  state, 
o     Vacancy  -  The  program  experienced  a  25.3%  vacancy  rate  in  a  comparison  between  hours  budgeted  and  hours 
expended  and  the  highest  vacancy  rates  are  in  bank  examiner  positions. 


LFD 
COMMENT 


Factors  in  High  Vacancy  Rate 

Positions  experiencing  high  vacancy  savings  were  those  associated  with  the  consumer  finance 
company  area.  Examiners  in  this  area  were  left  vacant  due  to  a  concern  with  the  potential  passage  oi 
1-164,  the  initiative  on  the  November  2010  election  ballot  that  capped  payday,  title,  and  retail  installment  lending  rates  a 
36%.  The  program  was  concerned  that  with  passage  of  the  initiative  the  number  of  lenders  renewing  licenses  woulc 
decrease,  as  would  the  revenues  for  the  licenses.  The  program  has  stated  that  they  are  waiting  until  renewals  are  due  tc 
determine  the  impact  of  the  passage  of  1-164. 


Legislatively  Applied  Vacancy  Savings  -  The  program  achieved  a  22.5%  vacancy  savings  when  comparing 
actual  personal  services  expenditures  to  budgeted  personal  services  with  vacancy  savings  reductions  added  bad 
in  (16.9%  without  the  vacancy  savings  added  back)  and  this  occurred  primarily  due  to  bank  examiner  turnover. 
Pay/Position  Changes  -  No  pay  changes  were  given  in  the  base  year  even  though  the  program  had  legislativi 
funding  for  a  professional  career  ladder  program,  but  career  ladder  increases  were  provided  at  the  end  of  F"i 
2009  and  impacted  FY  2010  by  an  estimated  $35,383. 
Retirements  -  Six  employees  in  this  program  are  eligible  for  retirement  in  the  20 1 3  biennium  and  if  they  wen 
to  retire,  the  estimated  compensated  absence  liability  is  $97,694. 
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Program  Budget  Comparison 

!The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
•unding. 


'rogram  Budget  Comparison 
)udget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  20 1 1 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

-;te 

J 

,,'ersonal  Services 
■)perating  Expenses 
Equipment  &  Intangible  Assets 

31.50 

31.50 

31.50 

31.50 

31.50 

31.50 

0.00 

0.00% 

1,753,693 

5,450,539 

42,077 

1,752,431 

4,817,089 

42,077 

1,800,101 

5,696,899 

42,077 

1,800,905 

5,595,308 

42,077 

3,506,124 

10,267,628 

84,154 

3,601,006 

11,292,207 

84,154 

94,882 

1,024,579 

0 

2.71% 
9.98% 
0.00% 

Total  Costs 

$7,246,309 

$6,611,597 

$7^39,077 

$7,438,290 

$13,857,906 

$14,977^67 

$1,119,461 

8.08% 

•tate  Special 
)ther 

1 

0 
7,246,309 

0 
6,611,597 

0 
7,539,077 

0 
7,438,290 

0 
13,857,906 

0 
14,977,367 

0 
1.119,461 

n/a 
8.08% 

Total  Funds 

$7,246,309 

$6,611^97 

$7,539,077 

$7,438,290 

$13,857,906 

$14,977367 

$1,119,461 

8.08% 

program  Description 

"lie  Montana  State  Lottery  designs  and  markets  lottery  games  that  allow  players  to  purchase  chances  to  win  prizes.  The 
ottery  presently  offers  a  variety  of  instant/scratch  and  lotto-style  games,  some  in  cooperation  with  other  lotteries  through 
he  Multi-State  Lottery  Association.  A  five-member  lottery  commission,  appointed  by  the  Governor,  sets  policy  and 
wersees  program  activities  and  procedures.  The  net  revenue,  after  prizes,  sales  commissions  and  operating  expenses,  is 
"deposited  in  the  state  general  fund  on  a  quarterly  basis. 

'he  Montana  Lottery  is  attached  to  the  Department  of  Administration  for  administrative  purposes  only. 

'rogram  Highlights 


Montana  State  Lottery 
Major  Budget  Highlights 


The  program  would  increase  $1.1  million,  or  8.1%  due  to: 

•  Statewide  present  law  adjustments 

•  Increased  funding  for  payments  to  the  lottery  system  vendor  that  are 
tied  to  increased  lottery  sales  ($450,000) 


unding 

;he  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
te  Governor. 


Program  Funding  Table 
Montana  State  Lottery 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

06000    Total  Proprietary  Funds 

06001  State  Lottery  Fund 
Qand  Total 

$       7,246,309 

7.246.309 

%       7.246.309 

100.0%     $       7.539.077 
100.0%             7.539.077 
100  0%     $       7.539.077 

100.0% 
100.0% 
100.0% 

7,438290 
$       7.438290 

%        7.438.290 

100.0% 

kjoo% 

100.0% 

he  lottery  is  funded  entirely  with  proprietary  funds  derived  from  lottery  game  revenues.  Net  revenues  of  the  lottery  are 
/  state  law  transferred  to  the  general  fund.  Therefore,  the  lottery  is  indirectly  funded  with  general  fund  and  by  law  its 
mding  must  be  appropriated  by  the  legislature. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund — 

Budget  Budget  Biennium  Percent  Budget 

Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget  Fiscal2012 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  20 13         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


7,246,309 

67,768 

225,000 

0 

$7^39,077 


7,246,309 

(33,019) 

225,000 

0 


14,492,618 

34,749 

450,000 

0 


96.76% 
0.23% 
3.00% 
0.00% 


$7,438,290        $14,977,367 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

_   Fisr-a' '"in 



Fiscal  2013 
State 
Special 



Federal 
Special 



Total 
Funds 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

Genera 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

121,361 

(74,953) 

3,106 

18,254 

122,20 
(74,99(1 
4,61 
(84,845 

Total  Statewide  Present  Law  Adjustments 

SO 

$0 

$0 

$67,768* 

$0 

$0 

$0 

($33,019)1, 

DP  770 1  -  Vendor  Fee  Incease 

0.00                        0 

0 

0 

225,000* 

0.00 

0 

0 

0 

225,000: 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$0 

$0 

$225,000* 

0.00 

$0 

$0 

$0 

$225,000 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

so 

$0 

$292,768* 

0.00 

$0 

$0 

$0 

$191,981 

*  "Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  the 

same  as  for  the  rest  of  the  agency, 
o     Vacancy  -  No  employee  groups  in  this  program  experience  high  turnover  rates, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  held  positions  open  to  manage  to  the  7%  applied 

vacancy  savings, 
o     Pay/Position  Changes  -  No  pay  changes  outside  of  statutory  pay  changes  were  given, 
o     Retirements  -  Six  employees  in  this  program  are  eligible  for  retirement  in  the  20 1 3  biennium  and  if  they  were 
to  retire,  the  estimated  compensated  absence  liability  is  $69,574. 

DP  7701  -  Vendor  Fee  Increase  -  This  increase  of  lottery  proprietary  funds  would  fund  payments  to  the  vendor  that 
operates  and  maintains  the  lottery  operating  systems. 
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Vendor  Fees 


This  request  is  associated  with  an  increase  in  vendor  fees  the  Lottery  paid  beginning  in  FY  20 1 0  and 
is  due  to  an  increase  in  sales.  The  contract  with  the  vendor  links  vendor  fees  with  sales.  According  to 

eports  by  the  department,  lottery  sales  have  increased  in  the  past  two  to  three  years  by  $3-4  million  from  prior  year 

,>ales. 

|The  vendor  fee  increase  associated  with  this  request  was  a  factor  presented  in  a  supplemental  appropriation  to  move 
>650,000  of  funding  from  FY  201 1  to  FY  2010.  This  funding  was  removed  from  the  base  when  developing  the  2013 
nennium  budget.  However,  the  level  of  sales  is  assumed  to  continue  in  the  2013  biennium  at  the  2010  level  or  higher. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  budget  requested  by  the  Governor  for  the  agency  by  year,  type  of  expenditure 
and  source  of  funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Bud 

Fiscal 

get 

2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

Operating  Expenses 

41,314 

43,116 

0 

0 

84,430 

0 

(84,430) 

(100.00%) 

Total  Costs 

$41,314 

$43,116 

$0 

$0 

$84,430 

$0 

($84,430) 

(100.00%) 

State  Special 

41,314 

43,116 

0 

0 

84,430 

0 

(84,430) 

(100.00%) 

Total  Funds 

$41,314 

$43,116 

$0 

$0 

$84,430 

$0 

($84,430) 

(100.00%) 

Program  Description 

The  Health  Care  and  Benefits  Division  provides  state  employees,  retirees,  members  of  the  legislature,  judges  and  judicia 
branch  employees,  and  their  dependents  with  group  benefits  in  an  efficient  manner  and  at  an  affordable  cost  b} 
administering  a  solvent,  prudent  benefits  program.  The  division  administers  benefits  plans  including  health,  dental 
prescription  drug,  life,  long-term  care,  vision  coverage,  long-term  disability,  flexible  spending  accounts,  a  sick  leave 
fund,  employee  assistance  services,  health  promotion,  and  a  voluntary  employee  benefit  health  care  expense  trust 
Finally,  the  division  is  responsible  for  the  centralized  oversight  and  management  of  workers'  compensation  relatec 
matters  impacting  the  state  as  an  employer. 

Employee  benefits  are  governed  by  2-18-701  et  seq.,  2-18-801  et  seq.,  2-18-1301  et  seq.,  and  33-2-712,  MCA.  Tht 
Montana  Safety  Culture  Act  as  it  applies  to  state  government  is  found  in  39-71-1501  et  seq. 

The  division  consists  of  two  programs  with  the  following  functions: 

o      Health  Care  Administration  (13.87  FTE)  provides  oversight  and  administrative  functions  for  the  state  employee 
group  benefit  plan  including  administration  of  health,  life  insurance,  and  flexible  spending  accounts. 


o 
o 


The  Workers'  Compensation  Management  Program  (3.00  FTE)  is  the  central  resource  for  agencies  in  working  tc 
enhance  safety,  loss-prevention,  and  return  to  work  programs  and  in  working  with  the  workers'  compensatior 
insurer,  Montana  State  Fund,  to  coordinate  workers'  compensation  coverage  and  policy  management  issues. 


Program  Highlights 


Health  Care  and  Benefits  Division 
Major  Budget  Highlights 


The  executive  budget  proposal  maintains  the  state  share  for  employee  group 

benefits  at  $733  per  month  during  the  2013  biennium 

Group  health  plan  medical,  dental,  and  pharmacy  costs  are  estimated  to 

increase  8%  to  11%  per  year  from  a  base  level  of  $116.3  million  in  plan 

(calendar)  year  2009 

Group  health  plan  insurance  reserves  were  projected  to  be  within  10%  of  the 

top  of  the  reserve  level  benchmark  in  the  latest  actuarial  report  (June  30, 

2010) 

An  estimated  $3  to  $6  million  of  group  health  insurance  costs  will  be  covered 

by  federal  grant  funding  from  the  early  retiree  reinsurance  grant  program  in 

plan  year  2010  and  2011 
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Major  LFD  Issues 


The  legislature  may  wish  to  evaluate  the  impact  of  several  components  of 

federal  health  insurance  reform  legislation  that  apply  to  the  state  employee 

group  plan  and  monitor  plan  administration  during  the  interim  with  respect  to 

those  policies 

State  group  health  insurance  costs  could  be  increased  due  to  requirements  of 

federal  health  insurance  reform  that  require  it  to  extend  eligibility  and  plan 

services  while  plan  administrative  actions  to  offset  those  increases  may  be 

narrowed  due  to  new  federal  requirements 

State  group  health  insurance  costs  could  be  offset/lowered: 

•  Due  to  federal  grant  funds  to  pay  a  portion  of  high  cost  claims  for 
retirees  under  55  who  are  not  eligible  for  Medicare 

•  Due  to  children  of  state  employees  shifting  from  the  state  group 
health  plan  to  the  Healthy  Montana  Kids  plan 

•  If  the  state  receives  federal  approval  for  a  proposal  to  allow  all 
Montanans  to  purchase  drugs  at  the  discounted  Medicaid  cost 

The  administrative  fee  for  administration  of  flex  spending  accounts  could  be 
lowered 


1'rogram  Narrative 

lie  Health  Care  and  Benefits  Division  (division)  budget  is  funded  almost  entirely  from  proprietary  funds,  which  are  not 
jppropriated  in  HB  2.  Figure  1  shows  the  division  budget  by  major  proprietary  component. 


Figure  1 


Health  Care  and  Benefits  Division  -  Proprietary  Program 

Costs 

Actual 

Budgeted 

Budgeted 

Budgeted 

%of 

Program/Costs 

FY10 

FY11 

FY12 

FY13 

Total 

Health  Care  Benefits 

Personal  Services 

$914,125 

$988,127 

$964,689 

$964,753 

0.5% 

Operating/Other  Expenses* 

22,640,773 

24,066,712 

25,446,673 

27,563,066 

15.2% 

Medical  Services  Benefits** 

89,823,384 

96,861,726 

106,160,018 

116,326,122 

64.1% 

Prescription  Benefits** 

21,585,470 

22,289,042 

24,881,049 

27,768,567 

15.3% 

Subtotal  Health  Care  Expenses 

134,963,751 

144,205,606 

157,452,428 

172,622,507 

95.1% 

Flexible  Spending  Accounts 

Personal  Services 

0 

0 

0 

0 

0.0% 

Operating  Expenses 

7.761.047 

7,518,828 

7.583.935 

8,571,805 

4.7% 

Subtotal  Flex  Account  Expenses 

7,761,047 

7,518,828 

7,583,935 

8,571,805 

4.7% 

Workers'  Comrjensation  Manaeement 

Personal  Services 

194,314 

251,150 

213,579 

213,899 

0.1% 

Operating  Expenses 

192.990 

144.021 

200,697 

200,697 

0.1% 

Subtotal  WorkComp  Management 

387,304 

395.171 

414,276 

414.596 

0.2% 

Total  Operating  Expenses 

$143,112,102 

$152,119,605 

$165,450,639 

$181,608,908 

100.0% 

'Operating/other  costs  include  dental,  health  screenings,  life  insurance,  and  wellness  services  as 

well  as 

administrative  costs. 

"Medical  services  and  prescription 

drug  benefit  costs  interpolated  from  the  low  inflation  actuarial 

projection  6-30-10.  A  new  acturial  projection  will  be  available  in  early  December  2010  and  LFD  staff  will 

provide  an  update  for  legislators. 

ie  single  largest  expenditure  funds  medical  services  for  participants  in  the  state  employee  group  benefit  plan  (64%  in 
if  2013).  Costs  for  prescription  drug  benefits  are  about  15%  as  are  other  operating  costs  (including  some  plan  services 
ch  as  dental  and  health  screenings).  Personal  services  costs  to  administer  the  group  benefits  plan  are  just  under  $1.0 
illion  or  about  0.5%. 
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Figure  1  includes  the  estimated  costs  for  medical  and  prescription  services  as  of  June  30,  2010.   LFD  staff  will  provide 
an  update  based  on  actuarial  evaluations  based  on  September  2010  claims  costs. 

Flexible  spending  account  expenditures  largely  reflect  reimbursements  to  plan  members  for  allowable  dependent  care 
and  medical  costs.  Contracted  flex  plan  administration  is  about  $136,000  annually. 

The  workers'  compensation  management  program  is  about  0.2%  of  the  total  projected  costs  for  the  division  in  FY  2013. 

Health  Benefits  Program  Cost  and  Revenue 

Figure  2  shows  the  actuarial  estimate  for  cost  and  revenue  for  plan  (calendar)  years  2008  through  2013  (low  cost 

projection)  as  of  June  30.    Total  program  costs  are 

projected  to  grow  from  about  $126  million  to  about  Figure  2 

$153  million  in  2013  based  on  medical  claims 
inflation  of  8%  and  drug  inflation  of  10%.  These 
projections  do  not  take  into  account  future  benefit 
plan  changes  that  may  impact  expenditure 
projections. 


Claims  costs  make  up  92%  of  program 
expenditures.  Administrative  costs  are  about  8% 
of  total  program  expenditures  and  support  direct 
administrative  costs  as  well  as  contracted  services 
with  vendors  to  process  claims. 

Figure  2  also  shows  the  cost  projection  for  health 
plan  costs  based  on  the  June  30,  2010  actuarial 
evaluation.  It  anticipates  that  plan  costs  will 
exceed  plan  revenues  by  about  $3.8  million  in 
2012  and  by  about  $17.0  million  in  2013. 


Revenue  Compared  to  Major  Cost  Components  -  State 
Employee  Group  Benefits  2008  -  2013  Low  Projection 
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■Revenue 


Reserve  Levels 

The  state  employee  benefit  plan  maintains  reserves  to  cover  health  claims  against  the  self-insured  plan.  By  statute  (2-18 
812,  MCA),  the  plan  must  maintain  reserves  sufficient  to  "liquidate  the  unrevealed  claim  liability  and  other  liabilities"  o 
the  state  employee  group  benefits  plans.  This  portion  of  the  reserve  is  for  incurred  but  not  reported  claims  (EBNR)  to  pa; 
pending  claims  that  have  been  incurred  but  not  paid  or  submitted  for  payment.  Other  portions  of  the  reserves  are  j 
cover  items  such  as: 

o     Risk  of  large  claims  (the  state  does  not  reinsure  its  claim  liability) 

o     Overall  underwriting  risk  (based  on  a  national  formula) 

o     Risk  for  certain  types  of  coverage  categories 

o     Risk  for  unique  aspects  of  the  state  plan 


Risk  Based  Capital  Approach  to  Establish  State  Plan  Reserve  Levels 
The  division,  based  on  actuarial  determination,  uses  a  risk-based  capital  (RBC)  approach  to  set  reserve  levels.  The  RBC 
model  is  a  methodology  promulgated  by  the  National  Association  of  Insurance  Commissioners  (NAIC)  and  is  used  b; 
virtually  every  state  to  evaluate  the  financial  health  of  private  insurers.  The  RBC  formula  establishes  a  minimum  capita 
level  for  a  plan  based  on  its  specific  features  and  compares  the  minimum  level  to  the  plan's  actual  capital  level.  Thi 
ratio  provides  a  measure  to  compare  to  recommended  levels  of  capitalization  for  insurance  risk.  In  Montana,  thi 
legislature  adopted  this  model  in  1995  for  detennining  the  level  of  assets  that  are  needed  to  evaluate  financial  health  o 
domestic  health  insurance  corporations.  It  is  codified  in  Title  33,  MCA  as  the  regulatory  standard  applied  to  health  can 
insurers  in  Montana. 
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Jnder  the  RBC  approach,  a  target  ratio  or  measure  known  as  the  "authorized  control  level"  of  reserves  indicates  the 
inancial  stability  of  the  insurance  plan.  Under  the  NAIC  guidelines  adopted  by  Montana,  the  minimum  recommended 
evel  of  reserves  required  for  a  private  insurance  company  is  200%  of  the  authorized  control  level.  Levels  below  that 
"mount  are  subject  to  varying  degrees  of  regulatory  oversight  and  control. 


>tate  Plan  Reserve  Target  and  Current  Reserve  Level 

fhe  state  employee  benefit  plan  actuary  recommended  that 

he  plan  establish  a  reserve  level  target  range  equivalent  to 
;00%  to  300%  of  the  authorized  control  level,  which  was 
dopted  by  the  State  Employee  Group  Benefits  Advisory 
:ouncil  (SEGBAC  authorized  under  2-15-1016,  MCA). 
'rivate  insurance  companies  in  the  same  marketplace  have 
dgher  reserves  levels,  anywhere  from  700%  to  1,000%  of 
he  authorized  control  level. 

'igure  3  shows  estimated  reserves  and  costs  for  plan  year 
'010  based  on  the  June  30,  2010  actuarial  report.  The 
-eserve  level  will  be  nearly  equivalent  to  the  top  margin  of 
H00%  at  the  end  of  20 10. 


Figure  3 


[  Projected  Plan  Reserves  Compared  to  High  and  Low  Target 
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■Low  Target 


Leserves  would  be  adequate  to   fund  the  projected  cost 

verruns  in  plan  years  2012  and  2013.     However,  if  the 
'.ivision  takes  no  other  management  action  such  as  increasing 

remiums  or  changing  benefit  levels,  the  reserve  would  be  drawn  down  to  171%,  or  $5.1  million  below  the  200%  low 
-eserve  target  level  based  on  the  projected  costs  and  revenues  as  of  June  30,  2010. 

:ems  Impacting  Plan  Costs 

.here  are  several  issues  that  will  impact  plan  costs  over  the  next  several  years.  Some  components  of  federal  health 
^lsurance  reform  will  raise  plan  costs,  while  a  grant  program  to  offset  some  costs  for  provision  of  health  benefits  for 
arly  retirees  not  eligible  for  Medicare  will  lower  plan  costs.  Recent  federal  changes  allowing  children  of  state 
Tiployees  to  be  covered  under  the  Children's  Health  Insurance  Program  (CHIP)  will  lower  costs.  If  the  state  receives 
oproval  to  allow  all  Montanans  to  purchase  drugs  at  the  Medicaid  program  price,  it  would  lower  plan  costs. 


LFD 

ISSUE 


Changes  Required  for  Federal  Health  Insurance  Reform  and  Legislative  Oversight 


The  legislature  may  wish  to  consider  whether  to  monitor  issues  related  to  the  state  group  health  insurance 
plan  and  the  impact  of  the  Patient  Protection  and  Affordable  Care  Act  of  2010  (PPACA).   In  general,  there 
te  several  conditions  that  apply  to  the  state  plan  such  as  covering  dependents  up  to  age  26  that  will  raise  state  plan  costs. 

here  are  also  conditions  that  restrict  actions  the  state  plan  can  take  to  address  potential  cost  increases. 

i 

randfathered  Plan 

he  state  employee  group  health  plan  is  considered  a  "grandfathered"  plan  under  PPACA,  because  it  is  a  group  health 
:an  that  was  in  existence  on  the  date  of  enactment  of  PPACA,  March  23,  2010.  A  grandfathered  plan  is  exempt  from 
/me  of  the  changes  to  health  insurance  enacted  by  PPACA. 
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LFD 

ISSUE  CONT. 


Changes  that  Apply  to  the  State  Plan 

There  are  changes  in  PPACA  that  apply  to  the  state  plan  beginning  in  2010  and  2011.   The  statel 
plan  has  received  preliminary  estimates  for  some  of  the  changes  required.  Based  on  plan  costs  as  of 
June  30,  2010,  a  1%  change  in  health  services  costs  (medical  and  pharmacy)  at  a  minimum  was 
projected  to  be  about  $  1 .4  million  in  FY  20 1 3.  The  next  actuarial  evaluation  is  due  in  early  December. 


The  state  plan  may  not  impose: 

o     Annual  coverage  limits  -  +2.0%  increase 

o     Lifetime  coverage  limits  -  +0.4%  increase 

o     Exclusions  for  pre-existing  health  conditions  for  coverage  of  children  under  age  1 9  -  negligible  cost  impact 

The  state  plan  must: 

o     Allow  coverage  of  dependents  to  age  26,  unless  dependents  have  access  to  other  employer  group  coverage 

+0.1%  increase 
o     Provide  written  notice  of  plan  changes  at  least  60  days  prior  to  the  effective  date  of  the  change 
o     Provide  a  standardized  summary  of  benefits 
o     Report  the  value  of  each  employee's  health  insurance  to  the  IRS 

Conditions  that  Don 't  Apply 

Examples  of  PPACA  changes  that  the  state  is  exempted  from  include: 

o     Provision  of  preventive  care  and  screenings  within  specified  guidelines  without  cost-sharing 
o     Admission  to  emergency  services  without  prior  authorization  or  out-of-network  cost-sharing 
o     Provision  of  annual  reports  on  wellness  initiatives  and  health  care  quality 
o     Participation  in  internal  and  external  reviews  in  accordance  with  federal  regulations 

Requirements  to  Maintain  Grandfathered  Status 

The  state  plan  could  lose  its  grandfathered  status  under  certain  conditions  such  as: 

o     Entering  into  a  new  policy,  certificate,  or  contract  of  insurance  after  March  23,  2010,  even  if  the  benefits  and 

cost  sharing  arrangements  remain  the  same 
o     Eliminating  benefits  to  diagnose  or  treat  a  particular  condition 

o     Increasing  a  percentage  cost-sharing  requirement  (such  as  coinsurance)  above  the  March  23,  2010  level 
o     Increasing  fixed-amount  cost-sharing  requirements  (deductible  out-of-pocket  limit)  by  a  percentage  measured 

from  March  23,  2010  that  is  more  than  the  sum  of  medical  inflation  and  15%  according  to  methodologies 

included  in  federal  regulations 
o     Decreasing  the  employer  contribution  rate  more  than  5%  below  the  contribution  rate  on  March  23,  2010 

according  to  methodologies  included  in  federal  regulations 


Evaluation  of  Maintaining  Grandfathered  Status 

The  division  will  evaluate  the  benefits  and  costs  of  maintaining  its  grandfathered  status  each  year  (probably  in  June/July) 

prior  to  establishing  rates  for  the  next  plan  year.  DofA  does  not  need  legislative  permission  to  change  the  plan  status. 

Legislative  Options 


Legislators  could  request  that  DofA  provide  its  analysis  for  consideration  by  an  interim  committee  such  as  the  « 
Legislative  Finance  Committee  or  State  Administration  and  Veterans'  Affairs  Interim  Committee  and  that  the  committee 
review  and  provide  comments  on  the  analysis. 

For  a  further  discussion  of  federal  health  care  reform,  please  refer  to  the  Office  of  the  State  Auditor  in  this  volume. 
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Group  Health  Plan  Per  Capita  Income  and  Cost  -  Estimated  Liability 


Enrollment  in  the  Health  Plan 

The  figure  below  shows  enrollment  in  the  state  group  health  insurance  plan  by  major  eligibility 
ategory  -  active  employees  and  those  recently  separated  from  state  service  but  opting  to  continue  participation  in  the 
roup  plan  as  allowed  by  federal  law  (COBRA);  retirees  under  65;  and  retirees  eligible  for  Medicare.  The  largest  group 
>  active  employees  with  an  estimated  enrollment  level  of  about  13,300  during  the  2013  biennium.  The  smallest  group  is 
etirees  under  65  with  an  estimated  enrollment  of  about  860. 

Statute  allows  retirees  to  continue  to  participate  in  the 
group  health  plan  by  paying  the  full  premium.  Until  plan 
year  2010,  full  premium  for  retirees  has  been  considered 
to  be  the  same  premium  as  active  employees.  However, 
for  plan  year  2010,  while  rates  for  retiree  only  coverage 
were  pegged  to  the  same  rate  as  active  employees,  rates 
for  other  coverage  including  dependent  coverage  were 
raised  above  comparable  active  employee  premium  levels 
due  to  ongoing  losses  for  retiree  groups. 

Revenues  and  Losses  by  Eligibility 
The  figure  below  shows  per  capita  revenue  and  loss  by 
major  enrollment  group  for  plan  years  2006  to  2009.  A 
positive  amount  shows  that  per  capita  revenue  exceeded 
per  capita  cost,  while  a  negative  amount  (below  $0) 
lows  that  per  capita  cost  exceeded  per  capita  revenue. 

evenues  from  active  employees/COBRA  enrollees  exceeded 
DSts  by  S63  to  $104  per  person  over  the  time  period  shown. 
,iosts  to  cover  retirees  under  65  exceeded  per  capita  revenues 
V  S229  to  S3 86,  while  experience  for  Medicare  eligible  retirees 
lirolled  in  the  state  group  health  plan  has  ranged  from  a  $24 
pr  person  gain  most  recently  to  $133  per  person  loss 
istorically. 


Actual  and  Projected*  Enrollment  Levels  by  Type  of 
Eligibility  State  Employee  Health  Insurance  Plan 
(Medical/ Drug  Portion)  by  Plan  (Calendar)  Year 
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'^funded  Liability 

•he    Governmental    Accounting    Standards    Board    (GASB) 

lopted  Statement  No.  45  "Accounting  and  Financial  Reporting 

t   Employers    for    Postemployment    Benefits    Other    Than 

(;nsions"  June  2004.    This  statement  requires  governments  to 

elude  the  liability  for  post  employment  benefits.    Since  the 

ate  allows  retirees  to  continue  to  participate  in  the  state  group  plan,  Montana  must  include  the  liability  related  to  that 

)licy.    The  state  estimated  a  liability  of  $449.3  million  for  FY  2008  and  FY  2009,  dropping  to  $357.7  million  in  FY 

)10.    Lower  estimates  of  unfunded  liability  are  related  to  eliminating  the  losses  for  Medicare  eligible  retirees  and  to 

greasing  premiums  for  spouse  and  dependent  coverage  for  early  retirees. 
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Federal  Health  Insurance  Reform  and  Early  Retirees 


Federal  health  insurance  reform  legislation  impacts  the  issue  of  state  plan  coverage  for  early  retirees 

in  two  ways: 
o     Limitations  on  actions  that  can  be  taken  to  reduce  cost 
o     Provision  of  grant  funds  to  offset  some  costs 

As  noted  previously,  if  the  state  plan  wants  to  maintain  its  grandfathered  status,  its  ability  to  change  cost  sharing 
premium  amounts,  and  service  coverage  is  limited.  These  conditions  limit  the  flexibility  of  the  state  group  management 
of  early  retiree  costs. 


Early  Retiree  Reinsurance  Grant 

PPACA  includes  a  $5.0  billion  grant  program  to  help  employers  continue  to  provide  health  insurance  to  retirees  over  55 
who  do  not  yet  qualify  for  Medicare.  The  Montana  state  employee  group  health  plan  submitted  an  application  tc 
participate  in  the  program  and  will  submit  its  first  request  for  reimbursement  in  December  2010.  Funds  are  available  oc 
a  first  come  first  served  basis.  The  actuary  for  the  state  group  health  plan  estimated  that  the  plan  would  be  able  to  us^ 
$3.2  million  in  plan  year  201 1  and  $6.0  million  in  plan  year  2012. 


Grant  funds  may  be  used  to  offset  a  portion  of  the  cost  of  medical  claims  for  early  retirees  and  their  spouses,  surviving) 
spouses,  and  dependents  (80%  of  the  costs  for  claims  from  $15,000  to  $90,000).     Savings  can  be  used  to  reduce 
employer  health  care  costs,  provide  premium  relief  to  workers  and  families,  or  both.     The  program  ends  on  January  1 
2014  when  state  health  insurance  exchanges  are  up  and  running.    For  a  further  discussion  of  the  health  insurance 
exchanges,  please  refer  to  the  Office  of  the  State  Auditor  in  this  volume. 

Use  of  Federal  Reinsurance  Grant  Funds 
The  legislature  may  wish  to  discuss  the  use  of  the  grant  funds  received  for  early  retiree  reinsurance,  and  determine 
whether  the  grant  funds  will  be  used  to  reduce  premium  costs  and  if  so  for  which  plan  participants,  whether  the  gran! 
funds  will  be  used  to  offset  high  claims  costs,  or  whether  grant  funds  will  support  an  increase  in  reserves. 


Children  of  State  Employees  Eligible  for  Healthy  Montana  Kids  -  Could  Lower  Costs 
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Recent  federal  changes  allow  the  children  of  low-income  state  employees  to  be  enrolled  in  the 
Healthy  Montana  Kids  (HMK)  program.    Families  with  incomes  between  133%  and  250%  of  the 

federal  poverty  level  ($29,327  to  $55,125  annually  for  a  family  of  four  in  2010)  may  elect  to  discontinue  coverage  ol 

their  children  in  the  state  employee  plan  and  enroll  them  in  HMK. 

HMK  coverage  is  equivalent  to  the  state  group  plan  service  package.  However,  the  total  deductible  and  co-pay  foi 
children  may  be  lower  in  the  HMK  program.  State  employees  may  begin  enrolling  their  children  in  HMK  in  Decembei 
2010. 

The  LFD  has  asked  the  division  to  brief  the  legislature  about  how  state  group  health  plan  revenues  and  costs  will  be!  >'■•■ 
affected  by  this  federal  policy  change.  Plan  revenues  and  costs  both  may  be  lowered.   However,  the  amount  of  change 
may  be  negligible  compared  to  total  plan  revenues  and  costs. 

1    j| 
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Medicaid  Proposal  Could  Lower  State  Employee  Group  Plan  Costs 

The  Department  of  Public  Health  and  Human  Services  (DPHHS)  submitted  a  proposal  for  federal 
approval  to  allow  all  Montanans  to  purchase  drugs  at  the  discounted  Medicaid  price.   If  this  proposal 

5  approved,  the  state  employee  group  health  plan  cost  for  prescription  drugs  could  be  lowered.   LFD  staff  has  asked  the 

livision  to  address  the  impact  of  the  Medicaid  drug  proposal  with  the  legislature. 

v  more  detailed  discussion  of  the  Medicaid  discounted  drug  proposal  is  included  in  the  DPHHS  agency  summary. 


%  Reduction  Plan 

tatute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
allowing  summarizes  the  plan  submitted  for  this  program. 

The  executive  budget  includes  elimination  of  the  daycare  program,  which  reduces  state  special  revenue  by  $41,314  per 
'.ear,  as  this  division's  part  of  the  agency  5%  reduction  plan.  The  daycare  program  is  funded  by  assessments  related  to 
'tate  agency  FTE  levels. 


General  Fund  Reduction  Will  be  less  than  the  5%  Reduction 
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The  day  care  program  is  funded  through  assessments  on  agencies.   Because  agencies  use  sources  of 
funding  within  those  agencies  to  pay  for  the  assessment,  elimination  of  the  daycare  program  will  not 

,;duce  general  fund  by  an  amount  equivalent  to  the  $41,314  state  special  revenue  reduction.   The  general  fund  portion 

ill  depend  on  how  the  daycare  program  assessment  was  funded  by  state  agencies. 


unding 

Ihe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 

je  Governor. 

i 


Program  Funding  Table 
Health  Care  &  Benefits  Division 

Base 
Program  Funding                                                              FY2010 

%  of  Base 
FY  2010 

02000    Total  State  Special  Funds                               $            41,314 

02518  State  Daycare  Program                                   41.314 

Grand   Total                                                                        41,314 

100.0% 
100.0% 
100.0% 

ae  majority  of  funding  for  the  division  is  proprietary  funds.    This  program  has  a  small  HB  2  appropriation  for  state 
fecial  revenue  that  pays  part  of  the  rent  for  a  day  care  program  that  guarantees  slots  for  state  employees  and 
andchildren  of  state  employees.     The  executive  budget  eliminates  the  state  special  revenue  appropriation  and 
scontinues  the  program. 

! 

ii 

inding  for  the  proprietary  functions  aclministered  by  this  program  is  discussed  in  greater  detail  in  each  section 
inscribing  the  specific  activity. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 

-Fiscal  20 12 

State 

Federal 

Total 

General 

—Fiscal  20 13 

State 

Federal 

Total 

Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  213  -  Elimination  of  the  Daycare  Program 

0.00  0 


(41,314) 


Total  Other  Present  Law  Adjustments 

0.00  $0  ($41,314) 

Grand  Total  All  Present  Law  Adjustments 
(MM) $0  ($41314) 


0  (41,314) 

$0  ($41314) 

$0  ($41314) 


0.00 


0.00 


0.00 


0  (41,314) 

$0  ($41314) 

$0  ($41314) 


0  (41.3W 

$0  ($41314 

$0  ($41314 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules, 
o     Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  the 

same  as  for  the  rest  of  the  agency, 
o     Retirements  -  The  program  identified  no  employees  eligible  to  retire  in  the  201 3  biennium. 

DP  213  -  Elimination  of  the  Daycare  Program  -  This  proposal  eliminates  the  daycare  program  and  reduces  state  special 
revenue  by  $82,628  over  the  biennium.  The  program  funded  part  of  the  rent  for  space  within  the  Ray  Bjork  building.  In 
return,  the  daycare  provider  guaranteed  a  certain  number  of  slots  to  state  employee  children  and  grandchildren.  The  state 
was  not  able  to  renew  the  contract  with  the  school  district  as  this  space  was  needed  by  the  district.  The  state  was  not  able 
to  find  an  alternative  space  to  continue  the  program. 


Proprietary  Program  Description 

The  Health  Care  and  Benefits  Division  manages  two  proprietary  programs: 

o     Employee   benefits,   which   includes   the   state's   health   and   other   benefit   insurance   plans,   and   contract 

administration  of  flexible  spending  accounts 
o     State  management  of  workers'  compensation  functions 

Group  Benefits 

The  employee  benefits  program  is  charged  with  providing  state  employees,  retirees,  members  of  the  legislature,  judges 
and  judicial  branch  employees,  and  their  families  with  adequate  medical,  dental,  prescription  drug,  life,  and  other  related 
group  benefits  in  an  efficient  manner  and  at  an  affordable  cost.  The  program  operates  a  self-insured  health,  prescription 
drug,  and  dental  plan.  Life,  long-term  disability,  vision,  and  long-term  care  insurance  are  purchased  from  private  sector 
vendors  on  a  fully-insured  basis.  The  program  contracts  with  private  companies  to  provide  claims  processing  services, 
health  screenings,  flexible  spending  account  administration,  and  wellness  plan  administration. 


The  core  service  provided  by  the  program  is  a  medical,  dental,  and  life  insurance  benefit  package.    Plan  members  are 
able  to  choose  between  the  traditional  fee-for-service  plan  and  managed  care  plans.   The  traditional  (indemnity)  plan  is 
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idministered  by  Blue  Cross  and  Blue  Shield  of  Montana,  and  the  managed  care  plans  are  administered  by  Blue  Cross 
md  Blue  Shield  of  Montana  and  New  West  Health  Services,  through  their  provider  networks. 

'Tie  program  is  funded  by  the  state/employer  contribution  for  group  benefits  and  by  premiums  and  fees  paid  by  plan 
nembers.  The  program  supports  13.87  FTE. 


Alternate  Sources:  As  an  alternative  to  providing  a  self-insured  health  plan,  the  state  could  purchase  an  insured  plan 
rom  the  private  sector.  Historic  studies  of  comparable  insurance  plans  have  shown  that  this  alternative  would  be  more 
■  xpensive.  The  state  has  operated  a  statewide  plan  since  1979  and  a  self-insured  plan  since  1984.  As  noted  previously, 
.he  state  plan  would  lose  its  grandfathered  status  under  PPACA  if  it  switched  to  a  private  insurance  coverage. 

"ustomers  Served:  In  excess  of  32,000  persons  are  covered  by  the  benefit  plans  provided  by  the  division  in  the 
ollowing  categories;  12,900  regular  full-time  and  part-time  executive,  legislative,  and  judicial  branch  employees;  3,300 
etirees;  45  COBRA  (certain  persons  who  leave  state  employment  may  extend  health  insurance  coverage  at  their  cost) 
(articipants;  and  16,500  dependents. 

| 

^o  significant  changes  in  service  are  contemplated  and  the  employer  share  toward  employee  benefits  ($733  per  month) 

irill  remain  unchanged  in  the  2013  biennium. 

ligure  4  shows  the  fund  source  supporting  the  cost  of  the  employer  share  of  group  benefits  from  FY  2001  through  FY 
ji010.  Direct  general  fund  payments  provide  about  40%  of  the  total  revenue.  However,  general  fund  paid  to  proprietary 
jlinctions  would  be  included  in  the  other  reimbursements  for  state  group  benefits,  raising  the  overall  general  fund 
ontribution. 

,1  Figure  4 

lost  Drivers 

Health  and  prescription  drug  utilization  and  price  changes  are 
le  primary  cost  drivers.  Medical  claim  costs  are  projected  to 
'lcrease  8%  to  11%  annually.  Drug  claim  costs  are  projected 
ji  be  increase  10%  to  13%  annually  during  the  2013 
iennium. 


laims/Revenue:    It  is  projected  that  about  $10.6  million  per 
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Funding  of  Employer  Share  for  Group 
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tonth  in  claims  expenses  will  be  paid  in  FY  201 1  and  $1 1 .5 

jdllion  per  month  in  FY  2012.   Premiums  are  collected  either 

(monthly  with  paycheck  processing  or  at  the  beginning  of 

e  month  depending  on  whether  the  premium  is  for  active 

;nployees,    retirees,    legislators,    or    COBRA    participants. 

Retirees  are  required  to  pay  a  premium  equal  to  or  slightly 

;ore  than  charged  active  employees,  but  the  cost  of  services 

I  r  participating  retirees  is  subsidized  by  the  state  share  and  other  revenues.  Employees  who  cover  their  dependents  pay 

jportion  of  the  cost  to  insure  their  family  members  while  a  portion  is  subsidized  by  state  share  and  other  revenue  sources 

iich  as  investment  earnings. 

venues/Rates:  The  state  share  or  "rate"  for  state  employee  group  plans,  i.e.  the  employer  share  of  premium  toward 
:alth  care  and  benefits  coverage,  is  established  in  2-18-703(2),  MCA.  As  a  component  of  employee  compensation,  the 
ite  contribution  amount  is  a  subject  of  collective  bargaining  and  is  negotiated  as  a  part  of  the  overall  pay  package  for 
ite  employees.  There  is  no  increase  in  the  state  employer  share  for  the  2013  biennium  in  the  negotiated  pay  plan 
oposed  in  the  executive  budget.  Figure  5  shows  the  monthly  employer  share  toward  employee  benefits. 
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Figure  5 
The  objective  for  the  state  contribution  is  to 
underwrite  affordable  coverage  for  all 
participants  in  the  plan,  including  sufficient 
dollars  to  cover  the  "employee  only"  cost  of 
providing  a  core  medical,  dental,  and  life 
insurance  benefit.  Historically,  there  have  been  a 
few  dollars  of  the  state  employer  contribution  in 
excess  of  the  monthly  health  premium  for 
"employee  only"  coverage  so  that  employees  can 
apply  toward  dependent  coverage,  additional  life 
insurance,  purchase  of  optional  benefits,  or  to 
place  into  a  medical  or  dependent  care  flexible 
spending  account  (FSA). 

June  30,  2010  Actuarial  Estimates  of  Revenues 

and  Costs  for  Plan  Year  2010 

Estimated  income  for  the  program  in  plan  year  2010  is  about  $138.3  million,  with  $115.2  million  provided  by  the  state 

employer  share.    The  remaining  income  is  from  participant  paid  premiums  and  investment  earnings.    Total  expenses 

estimated  for  2010  are  between  $126.4  and  $126.4  million.  The  state  plan  actuary  is  estimating  that  plan  revenues  will 

exceed  plan  costs  by  $10.6  to  $1 1.9  million.   LFD  staff  will  provide  an  update  of  plan  year  2010  revenues  and  costs  to 

the  legislature  based  on  actuarial  evaluations  in  December  2010. 

No  significant  changes  in  service  are  contemplated.  The  primary  cost  driver  in  the  fund  is  the  cost  of  health  and 
prescription  drug  claims.  Medical  claim  costs  are  projected  to  be  increasing  at  a  rate  of  approximately  8%  -11% 
annually.  Drug  claims  are  projected  to  increase  approximately  10%  -13%  annually  during  the  2013  biennium. 
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2013  Biennium  Rep 

ort  on  Inter 

nal  Service  ar 

d  Enterprise 

Funds 

Fund                        Fund  Name 

Agency  # 

Program  Name 

06559         Group  Benefits  Claims  A/C 

61010 

Dept  of  Administration 

Health  Care  &  Benefits  Div. 

Actual 

Budgeted 

Budgeted 

Budgeted 

Revenues/Expenses 

FY10 

FY11 

FY12 

FY13 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Fee  F 

Net  Fee  Revenue 

295,515 

- 

- 

- 

295,515 

- 

- 

- 

Investment  Earnings 

2.396,146 

1.500,000 

2,660,460 

2,926.500 

Securrties  Lending  Income 

40,629 

- 

- 

- 

Premiums 

130.513,833 

159.493.369 

143,890,283 

161.157.117 

Other  Operating  Revenues 

Total  Operating  Revenue 

3.647,677 

2,460.000 

3.247,529 

3,502,667 

136,893.800 

163,453.369 

149,798,272 

167,586,284 

Operating  Expenses: 

Personal  Services 

914,125 

988.127 

964,689 

964,753 

Other  Operating  Expenses 
Total  Operating  Expenses 

134,049,626 

143.217.479 

156,487,739 

171,657,754 

134,963,751 

144,205.606 

157.452.428 

172,622.507 

Operating  Income  (Loss) 

1,930,049 

19,247,763 

(7,654,156) 

(5,036,223) 

hcome  (Loss)  Before  Operating  Transfers 

1,930,049 

19.247.763 

(7.654.156) 

(5,036.223) 

Contributed  Capital 

- 

- 

- 

- 

Operating  Transfers  In  (Note  13) 

- 

- 

- 

- 

Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

- 

- 

- 

- 

1,930,049 

19,247.763 

(7,654.156) 

(5.036,223) 

Total  Net  Assets-  July  1  -  As  Restated 

39.611.849 

41,541,898 

60.789.661 

53.135,505 

Prior  Period  Adjustments 

- 

- 

- 

- 

Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  •  As  Restated 
Net  Assets-  June  30 

60  w  orking  days  of  expenses 

- 

- 

- 

- 

39.611.849 

41,541,898 

60,789.661 

53.135,505 

41,541,898 

60,789,661 

53,135,505 

48,099,282 

(Total  Operating  Expenses  divided  by  6) 

22,493.959 

24,034,268 

26,242.071 

28,770,418 

Requested  Rates  for 

Internal  Service  Funds 

Fee/Rate  Information  for  Legislative  Action 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  10 

FY  11 

FY  12 

FY  13 

Fee  Group  A 

State  share  per  employee  per  month 

$653 

$706 

$733 

$733 

Rates  are  established  to  maintain  adequate  actuarial  reserves.  Actual  state  share  rates 

are  set  for  each  calendar  year 

as  opposed  to  a  fiscal  year.  This  table  show 

3  the  average  monthly  state  share  rate  for  each  fiscal  year. 

exible  Spending  Accounts 

iwBD  contracts  to  administer  a  flexible  spending  account  program  for  state  employees,  who  can  elect  to  set  aside  a 
;rtain  amount  of  their  pay  into  accounts  to  pay  dependent  care  and  out-of-pocket  medical  costs.  The  "set  aside"  funds 
[e  withdrawn  from  employee  pay  prior  to  assessment  of  taxes,  effectively  lowering  employee  taxable  pay.  Employees 
ist  submit  claims  to  use  funds  deposited  in  the  accounts  for  allowable  expenses.  Employees  forfeit  any  unspent  funds, 
deral  rules  govern  the  use  of  and  the  amount  that  can  be  contributed  to  flexible  spending  accounts. 

iternate  Sources:  The  alternative  to  contracting  for  administration  of  the  program  is  for  the  division  to  assume 
iministration  and  management.  It  is  not  clear  that  division  administration  would  be  more  efficient  than  contract 
Iministration. 

[pgtomers  Served:  About  5,000  employees  participate  in  the  flex  account  spending  program. 
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Proprietary  Revenues  and  Expenses 

The  flexible  spending  account  program  is  funded  from  an  administrative  fee  of  $2.26  per  month  on  each  account.  There 
is  no  change  in  the  fee  during  the  20 1 3  biennium. 

Total  revenues  for  the  flexible  spending  program  also  include  deposits  (funds  withheld  from  employee  pay  checks)  mack 
by  plan  participants.  Program  expenditures  include  payments  to  reimburse  employees  for  eligible  dependent  care  anc 
medical  costs  as  well  as  the  cost  of  plan  administration. 


LFD 
COMMENT 


Excess  Revenue  from  Flexible  Spending  Accounts 


The  estimated  ending  fund  balance  for  the  flexible  spending  account  program  will  exceed  a  45  day 
operating  reserve  by  $400,000  to  $500,000  each  year  of  the  2013  biennium.  LFD  staff  has  asked  the 

division  to  discuss  with  the  legislature  whether  administrative  fees  could  be  reduced  or  what  other  activities  could  be 

funded  from  the  excess  flexible  spending  account  balances. 


Proprietary  Rates 


2013  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds 

Fund                   Fund  Name 
06027        Flexible  Spending  Funds 

Agency  # 
61010 

Agency  Name 
Department  of  Administration 

Program  Name 
Health  Care  &  Benefits  Division 

Revnue  a 

id  Cosls 

8) 

Actual 
FY10 

Budgeted 
FY11 

Budgeted 
FY12 

Budgeted 
FY13 

Operating  Revenues: 

Fee  Revenue 

Revenue  from  Administrative  Fees 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Operating  Transfers  Out 
Change  in  Net  Assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

45  Days  of  Expenses 

(Total  Operating  Expenses  Divided  by 

66.701 

148,500 

143.736 

146,448 

66.701 

1.756 

269 

7,228,059 

148.500 
25.000 

8.000.000 

143.736 
6.000 

8,472,772 

146,448 
10,000 

9.150.594 

7,296,785 
7.518,828 

8.173.500 

7,583.935 

8,622.508 
8,571,805 

9.307,042 
9.249,627 

7.518,828 
(222,043) 

7.583.935 
589,565 

8,571,805 
50,703 

9.249,627 
57,415 

(222.043) 

589,565 

50,703 

57.415 

(222.043) 
1.086.776 

589,565 
864,733 

50,703 
1.454.298 

57,415 
1.505,001 

1.086,776 

864,733 

1,454.298 

1.505,001 

864.733 

1,454,298 

1,505,001 

1,562,416 

939,854 

947,992 

1,071,476 

1,156.203 

Requested  Rates  for  Enterprise  Funds 
Fee/Rate  Information 

Fee 

Actual 
FY  10 

Budgeted 
FY  11 

Budgeted 
FY  12 

Budgeted 
FY  13 

Fee  Group  A 

Administrative  Fee  (Per  Member  Per  Month) 

$2.26 

$2.26 

$2.26 

$2.26 

Administrative  fees  charged  and  collected  from  pi 
of  the  selection  of  a  plan  administrator. 

an  participants  are  determined  through  the  competitive  bid  process  as  part 
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'roprietary  Program  Description 

"he  division  manages  the  workers'  compensation  management  program.  The  program,  fund  06575,  assists  employees 
nd  agencies  in  ensuring  a  safe  working  environment,  reducing  on-the-job  injuries  and  accidents  in  the  workplace,  and 
Assists  employees  who  are  injured  in  returning  to  meaningful  and  productive  work  as  possible,  even  if  it  is  in  a  different 
iosition  than  was  originally  held.  The  program  is  the  central  resource  in  working  with  the  state  workers'  compensation 
f  lsurer,  Montana  State  Fund,  to  coordinate  workers'  compensation  coverage  and  policy  management  issues. 


Figure  6 
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■  General  Fund                    n  State  Special  Revenue 
O  Federal  Special  Revenue  □  Internal  Service  Fund 
Q  Enterprise  Fund                 ■  Pension  Trust  Fund 

jhe  program  is  funded  through  a  fixed  cost  rate  charged  to  state  agencies.  The  program  currently  supports  3.00  FTE. 
|he  program  is  not  anticipating  a  change  in  the  volume  of  services  provided  in  the  coming  biennium.  The  base  year 
finding,  by  fund  type,  for  customer  payments  is  shown  in  Figure  6. 


'iternate  Sources:   As  an  alternative  to  providing  these  services  internally,  the  state  could  contract  with  a  consultant  or 
itside  vendor,  which  could  be  more  costly. 

:UStomers  Served:  The  State  of  Montana  employs  almost  13,000  employees  at  33  state  agencies  and  entities  attached  to 
;;encies  for  administrative  purposes,  all  of  which  have  access  to  these  program  services. 

roprietary  Revenues  and  Expenses 

iiange  in  Services  or  Fees:  No  significant  changes  in  services  are  contemplated.  Fees  are  reduced  slightly  over  the  next 
jennium.    The  FY  201 1  fee  of  $1.12  per  payroll  warrant  would  fall  to  $1.09  in  FY  2012  and  to  $1.08  in  FY  2013. 
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2013  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds 

Fund                  Fund  Name                Agency  # 
06575       Worker's  Comp  Mgmnt         61010 

Agency  Name 
Department  of  Administration 

Program  Name 

Health  Care  and  Benefits  Division 

Actual 
FY10 

Budgeted 
FY11 

Budgeted 
FY12 

Budgeted 
FY13 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Administrative  Fees 

Net  Fee  Revenue 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Persona!  Services 

Other  Operating  Expenses 

Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Belore  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  t  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

450,946 

395.171 

390,298 

388,298 

450.946 
42 

395,171 

390.298 

388.298 

450,988 

194,314 
192,990 

395.171 

251,150 

144,021 

390.298 

213,579 
200.697 

388,298 

213,899 
200,697 

387.304 
63,684 

395.171 

414,276 
(23,978) 

414,596 
(26,298) 

63,684 

_ 

(23.978) 

(26.298) 

63,684 
(4,766) 

58,918 

(23,978) 
58,918 

(26,298) 
34.940 

(4.766) 

58,918 

58.918 

34,940 

58,918 

58,918 

34,940 

8,642 

64,551 

65,862 

69,046 

69,099 

Requested  Rates  for  Enterprise  Funds 
Fee/Rate  Information 

Actual             Budgeted 
FY  10                 FY  11 
Fee  Group  A 

Administrative  Fee  (Per  Payroll  Warrant  Per  PaSO.OO                 $1.12 

Budgeted               Budgeted 
FY  12                       FY  13 

$1.09                          $1.08 

Program  rates  have  been  established  to  maintain  a  60-day  working  capital.   The  rates  are  to  be  paid  by 
agencies  and  are  based  on  a  projected  number  of  payroll  warrants  to  be  issued. 

Note:    Prior  to  fiscal  year  2010.  the  program  expenditures  were  included  in  the  General  Fund. 
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Program  Budget  Comparison 

fhe  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
unding. 


•rogram  Budget  Comparison 
ludget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

TE 

| 

19.53 

19.53 

19.04 

19.04 

19.53 

19.04 

(0.49) 

(2.51%) 

ersonal  Services 
)perating  Expenses 

1,142,900 
445,307 

1 ,265,850 
364,585 

1,375,637 
472,420 

1,375,186 
470,211 

2,408,750 
809,892 

2,750,823 
942,631 

342,073 
132,739 

14.20% 
16.39% 

Total  Costs 

$1,588,207 

$1,630,435 

$1,848,057 

$1,845,397 

$3,218,642 

$3,693,454 

$474,812 

14.75% 

reneral  Fund 

1,588,207 

1,630,435 

1,848,057 

1,845,397 

3 ,21 8,642 

3,693,454 

474,812 

14.75% 

Total  Funds 

$1,588,207 

$1,630,435 

$1,848,057 

$1,845,397 

$3,218,642 

$3,693,454 

$474,812 

14.75% 

'rogram  Description 

"he  State  Human  Resources  Division  provides  the  following  statewide  human  resource  services  and  programs: 
o     Human  resource  rules,  policies  and  standards  for  Executive  Branch  agencies 

o      State  labor  relations,  representing  the  Governor's  office  in  all  matters  relating  to  collective  bargaining 
o     Training  and  other  professional  development  services  to  state  agencies  and  other  organizations 
o     The  human  resources  information  services,  supplying  payroll  and  other  human  resource  information  systems  for 
all  branches  of  state  government 

rogram  Highlights 


State  Human  Resources  Division 
Major  Budget  Highlights 


The  majority  of  the  funding  in  this  program  is  from  non-budgeted  proprietary 
funds  that  do  not  show  on  the  HB  2  tables 

General  fund  increases  $474,812,  or  14.8%  for  the  2013  biennium  compared 
to  the  20 1 1  biennium,  primarily  for  statewide  present  law  adjustments 
The  executive  also  includes  an  item  on  the  agency's  5%  reduction  plan 


rogram  Narrative 

Vo  Reduction  Plan 

latute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
lllowing  summarizes  the  plan  submitted  for  this  program. 

P  55400  -  4%  Personal  Services  Reduction  would  remove  funding  for  a  0.49  FTE  public  relations  specialist.  For 
rther  discussion  on  this  executive  recommended  adjustment  see  the  "'New  Proposals"  section  for  this  program.  No 
her  items  were  included  on  the  agency  5%  plan  for  this  program.  This  item  would  be  a  4.6%  reduction  for  this 
logram. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
State  Human  Resources  Division 

Program  Funding 

Base 

FY  2010 

%  of  Base           Budget 
FY2010             FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$       1,588,207 

1.588,207 

$       1.588.207 

100.0%     $        1,848,057 
100.0%              1,848.057 
100.0%     S        1.848.057 

100.0% 
100.0% 
100,0% 

$       1,845,397 

1.845,397 

$        1.845.397 

100.0% 
100.0% 

100.0% 

Funding  for  statewide  human  resources  rules,  policies,  and  standards  and  labor  relations  are  from  the  general  fund.  The 
Professional  Development  Center  is  funded  with  proprietary  fees  charged  to  state  agencies  for  training  services.  Payroll 
and  other  human  resources  information  systems  are  funded  with  proprietary  fees  charged  to  state  agencies  for  payroll 
processing  services.  The  proprietary  funded  portions  of  the  division  are  not  shown  on  the  main  budget  tables,  but  are 
discussed  in  the  "Proprietary  Rates"  section  for  the  division. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  20 13         Fiscal  12-13  of  Budget 


— Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012         Fiscal  2013        Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


1,588,207 

278,914 

0 

(19,064) 

$1,848,057 


1,588,207 

276,584 

0 

(19,394) 


3,176,414 

555,498 

0 

(38,458) 


86.00% 

15.04% 

0.00% 

(1.04%) 


$1,845397  $3,693,454 


1,588,207 

278,914 

0 

(19,064) 

$1,848,057 


1,588,207 

276,584 

0 

(19,394) 

$1,845397 


3,176,414 

555,498 

0 

(38,458) 

$3,693,454 


86.00% 

15.04% 

0.00% 

(1.04%) 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.   Decisions  on  these  i 
items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  20 1 2 

General                State 
FTE                  Fund                Special 

Federal 

Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

i 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

309,915 

(58,114) 

(515) 

27,628 

309 

(58, 

( 

25 

07 
429 

33: 

• 

Total  Statewide  Present  Law  Adjustments 

$278,914 

$0 

$0 

$278,914 

$276,584 

$0 

$0 

$276 

'.    t 

Grand  Total  All  Present  Law  Adjustments 

0.00            $278,914 

$0 

$0 

$278,914 

0.00 

$276,584 

$0 

$0 

$276,.* 
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'rogram  Personal  Services  Narrative 

fhe  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
larity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules, 
o      Program  Specific  Obstacles  -  The  obstacles  the  program  faces  in  hiring  and  retaining  a  qualified  staff  are  the 

same  as  for  the  rest  of  the  agency, 
o     Vacancy  -  The  program  experienced  a  2 1 . 1  %  vacancy  rate  when  comparing  budgeted  hours  to  actual  hours,  or 

11.4%  vacancy  savings  when  comparing  budget  to  actual  expenditures  for  FY  2010.  The  program  stated  that  as 

a  result  of  these  vacancies  the  program  reprioritized  and  delayed  projects  and  increased  workload  on  existing 

staff.    The  highest  vacancies  were  in  human  resource  specialist  positions  with  3.00  FTE  in  three  positions 

averaging  vacancy  rates  of  8 1 .3%  in  hours, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  achieved  the  7.0%  applied  vacancy  savings  rate  by 

holding  positions  open. 

o     Pay/Position  Changes  -  Performance  pay  increases  were  provided  for  two  positions  to  retain  key  staff. 
o     Retirements  -  Seven  employees  in  this  program  are  eligible  for  retirement  in  the  2013  biennium  and  if  they 

were  to  retire,  the  estimated  compensated  absence  liability  is  $88,231. 

lew  Proposals 

j'he  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
f  each  new  proposal  are  included  in  the  individual  program  narratives. 


bw  Proposals 

Fiscal  20 13 

State 
Special 

Federal 
Special 

Total 
Funds 

1    Program                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

'  55400  -  4%  Personal  Services  reduction 

23            (0.49)             (19,064) 

Total            (0.49)           ($19,064) 

0 
$0 

0 
$0 

(19,064) 
($19,064) 

(0.49) 
(0.49) 

(19,394) 
($19394) 

0 
$0 

0 
$0 

(19,394) 
($19394) 
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ith  general  fund.    For  this  program  general  fund  would  be  reduced  by  reducing  funding  for  0.49  FTE  of  a  1 .00  FTE 
)sition  for  a  public  relations  specialist. 


,FD 
:OMMENT 


A  5%  Reduction  Plan  Item 

This  adjustment  is  included  on  the  agency's  5%  reduction  plan. 


|-oprietary  Rates 

le  State  Human  Resources  Division  provides  the  following  functions  funded  with  proprietary  fund.  These  programs 
■e  described  below  along  with  a  discussion  of  the  program  revenues,  expenses,  and  rates  being  requested  to  finance  the 
.tograms: 

o     Professional  Development  Center  (PDC) 
!    o     Human  Resources  Information  Services  (HRIS)  Bureau 
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Professional  Development  Center/Training  Program  (Intergovernmental  Training  -  06525) 

Proposed  Budget 

The  20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06525  shows  the  financial  information  fo 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  editeij 
and  reconfigured  the  figure  for  clarity. 


20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 

Fund                  Fund  Name             Agency  # 

Agency  Name 

Program  Name 

06525     Intergovernmental  Training    61010 

Department  of  Administration 

State  Human  Resources  Division 

Actual 

Projected 

Projected 

Projected 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Training  Fees 

$281,820 

$261,940 

$395,000 

$397,102 

Net  Fee  Revenue 

$281,820 

$261,940 

$395,000 

$397,102 

Investment  Earnings 

0 

0 

0 

0 

Securities  Lending  Income 

0 

0 

0 

0 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

121 

0 

0 

0 

Total  Operating  Revenue 

$282,011 

$261,940 

$395,000 

$397,102 

Operating  Expenses: 

Personal  Services 

104,428 

127,975 

218,729 

218,729 

Other  Operating  Expenses 

143.432 

145.486 

154.097 

154.803 

Total  Operating  Expenses 

$247,860 

$273,461 

$372,826 

$373,532 

Operating  Income  (Loss) 

$34,151 

($11,521) 

$22,174 

$23,570 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$34,151 

($11321) 

$22,174 

$23,570 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$34,151 

($11321) 

$22,174 

$23,570 

Total  Net  Assets-  Jury  1  -  As  Restated 

(72,492) 

(38341) 

(49,862) 

(27,688) 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  Jury  1  -  As  Restated 
Net  Assets-  June  30 

($72,492) 
($38341) 

($38341) 
($49,862) 

($49,862) 
($27,688) 

($27,688) 

($4,U8) 

60  days  of  expenses 

$41310 

$45377 

$62,138 

$62,255 

Program  Description 

The  intergovernmental  training  fund  supports  the  operation  of  the  Professional  Development  Center  (PDC).  The  PDC 
provides  training  and  other  services,  such  as  facilitation,  mediation,  and  curriculum  design,  to  state  agencies  on  a  fee 
reimbursement  basis.  The  use  of  PDC  training  is  not  mandatory  for  agencies  that  could  choose  from  several  available 
alternatives,  such  as  seminars  sponsored  by  national  training  firms,  conferences  and  symposia,  contracted  training 
consultants,  in-house  training  programs,  and  courses  through  post-secondary  education  institutions. 

Program  Narrative 

Expenses 

Significant  FY  2010  costs  for  the  program  are  for: 

o     Personal  services  for  2.50  FTE,  $167,757  or  55.0%  of  total  costs 
o     Operating  costs,  $136,008  with  66.7%  of  these  costs  due  to: 
•      Food,  $23,543 
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Rent,  $21,535 

Consultant  contracting,  $19,876 

Travel,  $14,160 

Printing  and  publications,  $1 1,631 


LFD 
COMMENT 


One-Time  Funding  Switch  in  the  201 1  Biennium  for  1 .00  FTE 


The  expenses  listed  above  were  impacted  by  the  temporary  assignment  of  the  program  manager  on  a 
workforce  development  project.  The  legislature  funded  half  of  the  positions  with  general  fund  in  FY 
010.  This  temporary  assignment  impacted  both  expenses  and  revenue  of  the  program.  The  manager  will  dedicate 
00%  of  their  time  to  complete  the  project  in  FY  201 1,  so  expenses  and  revenues  will  be  lower  from  the  proprietary 
und.  The  2009  Legislature  approved  one  time  general  fund  for  this  project  and  for  the  funding  switch  for  the  0.50  FTE 
i  FY  20 1 0  and  1 .00  FTE  in  FY  20 1 1 .  Because  of  the  one-time  funding  in  the  20 1 1  biennium,  3 .00  FTE  will  support  the 
rogram  in  the  20 1 3  biennium. 


levenues 

he  PDC  provides  training  services  for  a  fee  according  to  the  following  practices: 

o     Open  enrollment  trainings  in  which  the  PDC  schedules,  promotes,  and  conducts  courses  that  are  open  to  students 

from  all  state  agencies,  and  other  public  entities.   PDC  charges  a  set  fee  per  student  for  attendance  depending 

upon  the  scheduled  length  of  the  training 
o     Contract  courses  in  which  the  PDC  contracts  with  individual  agencies  to  provide  training  for  its  staff.    The 

agency  schedules,  promotes,  and  provides  the  facility  for  training.    PDC  provides  the  instruction  and  class 

materials.  PDC  charges  a  flat  fee,  depending  on  the  length  of  the  training  and  the  number  of  events  the  agency 

has  contracted  and  offers  a  discount  for  multiple  training  events 
o     Facilitation,  mediation,  consulting,  and  curriculum  development.  PDC  charges  on  an  hourly  rate  basis 
o     Publications  and  meeting  rooms.  PCD  charges  on  a  fixed  schedule 

undine  Sources 

he  funding  sources  used  to  pay  for  the  services  provided  by  this  program  cannot  be  accurately  estimated  because  the 
cpenditure  code  used  by  agencies  to  record  PDC  training  fees  is  used  for  other  training  costs  not  related  to  this  program. 

Vesent  Law  Adjustments 

he  only  adjustments  for  this  program  are  for  statewide 
resent  law  adjustments  that  increase  funding  by 
?5,546  in  FY  2012  and  $34,974  in  FY  2013.  Personal 
jrvices  adjustments  dominate  these  statewide 
ljustments. 

i| 

\-oprietary  Rates 

")r  the  20 1 3  biennium  the  following  rates  are  proposed 
I  the  executive. 

le  rates  approved  by  the  legislature  are  the  maximum 

p  program  may  charge  during  the  biennium.  They  are  not  the  rates  the  program  must  charge. 


Requested  Rates  for  Intergovernmental  Training 

Actual  Projected  Projected  Projected 

Fee  (training  services  per  hour) 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Open  Enrollment  Courses 

Two-day  course  (per  participant) 

$185 

$188 

$188 

$190 

One-day  course  (per  participant) 

118 

120 

120 

123 

Half-day  course  (per  participant) 

90 

93 

93 

95 

Eight-day  management  series  (per  participant) 

560 

565 

565 

570 

Six-day  management  series  (per  participant) 

430 

435 

435 

440 

Four-day  administrative  assistant  series  (per  participant 

325 

330 

330 

333 

Contract  Courses 

Full-day  training  (flat  fee) 

820 

825 

825 

830 

Half-day  training  (flat  fee) 

560 

565 

565 

570 
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Human  Resources  Information  Systems  Bureau  (Human  Resources  Information  System  -  06563) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06563  shows  the  financial  information  fo( 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  editec 
and  reconfigured  the  figure  for  clarity. 


20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 


Fund  Fund  Name  Agency  #  Agency  Name  Program  Name 

06563        Human  Resources  Information  Services       61010    Department  of  Administration       State  Human  Resource  Division 


Operating  Revenues: 
Fee  revenue 
Revenue  from  HRIS  Fees 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  1 3) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  working  days  of  expenses 


Actual 
FY  2010 


Projected 
FY  2011 


Projected 
FY  2012 


Projected 
FY  2013 


S4.265.937 
$4,265,937 
0 
0 
0 
0 
$4,265,937 


$3.689.469 
$3,689,469 
0 
0 
0 
0 
$3,689,469 


$3,917.857 
$3,917,857 
0 
0 
0 
0 
$3,917,857 


$3.961,972 
$3,961,972 
0 
0 
0 
0 
$3,961,972 


1,744,950      1,906,754 

2.066.954      1.860.971 

$3,811,904    $3,767,725 


1,907,734   1,912,389 

2.095.122  2.135.255 

$4,002,856  $4,047,644 


$454,033   ($78,256)   ($84,999)   ($85,672) 


0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$0 

$0 

$0 

$0 

$454,033 

($78,256) 

($84,999) 

($85,672) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

$454,033 

($78,256) 

($84,999) 

($85,672) 

4,105 

458,138 

379,882 

294,883 

0 

0 

0 

0 

0 

0 

0 

0 

4.105 

458.138 

379.882 

294,883 

$458,138 

$379,882 

$294,883 

$209,211 

$635,317   $627,954   $667,143   $674,607 


Program  Description 

The  Human  Resources  Information  System  (HRIS)  Bureau  operates  payroll,  benefits  and  human  resources  (HR)  systems 
of  the  State  Accounting  Budgeting  and  Human  Resources  (SABHRS)  to  process,  distribute,  report,  and  account  for 
payroll,  benefits  and  associated  withholding  and  deductions  for  over  13,500  state  employees  in  the  Executive, 
Legislative  and  Judicial  branches.  The  bureau  establishes  and  maintains  standards,  processes,  and  procedures  to  be 
followed  by  state  agencies  in  preparing  and  submitting  payroll,  benefits,  and  related  HR  data  into  the  system.  The 
system  operated  by  the  bureau  provides  information  and  processing  in  support  of  division  and  statewide  functions  and 
programs  including  employee  benefits  (group  insurance,  FSA,  deferred  compensation,  and  pension)  classification,  pay, 
labor  relations,  policy,  and  training. 
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Drogram  Narrative 

Expenses 

significant  costs  for  the  program  are  for: 

o     Personal  services  for  27.97  FTE,  $1.8  million  or  50.8%  of  total  costs 
o     Operating  costs,  nearly  $1 .8  million  with  77.8%  of  these  costs  due  to: 

•  ITSD  server  and  application  hosting,  $985,490 

•  Repair  for  multi-user  computers  and  terminals,  $381,936 

Revenues 

levenues  are  derived  from  charges  to  all  agencies  for  processing  payroll  and  charged  per  employee  processed  per  pay 
■eriod. 

Judget  authority  to  pay  the  rent  payment  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the 
,xecutive  budget  for  the  Human  Resources  Management  System  is  $298,975  lower  for  the  2013  biennium  than  the 
unding  approved  by  the  2009  Legislature. 

; 

unding  Sources 

:"he  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (35.5%) 
o     State  special  revenue  (29.6%) 
o     Federal  special  revenue  (7.7%) 
o     Other  (27.1%) 

present  Law  Adjustments 

tatewide  Present  Law  Adjustments  -  Statewide  present  law  adjustments  would  reduce  funding  by  nearly  $287,000  for 
iie  biennium.  The  largest  reduction  is  for  the  fixed  cost  allocation  to  the  Information  Technology  Services  Division 
■TSD)  of  the  department,  driven  largely  by  computer  system  hosting  cost  reductions. 


LFD 
COMMENT 


ITSD  Fixed  Costs 

For  more  information  on  the  ITSD  fixed  costs,  see  the  "Proprietary  Rates"  section  of  the  Information 
Technology  Services  Division  narrative. 


P  2301  -  Oracle/PeopleSoft  3%  Annual  Fee  Increase  -  Increases  of  $13,579  in  FY  2012  and  $13,986  in  FY  2013  would 
ind  an  annual  3%  increase  in  the  maintenance  contract  for  the  human  resources  module  of  SABHRS. 

|P  2302  -  Oracle/PeopleSoft  Portal  Fee  OTO-  An  increase  of  $76,250  for  FY  2013  would  pay  for  an  increase  in  the 
|)rtal  licensing  and  maintenance  fees  with  Oracle/PeopleSoft  for  SABHRS.  The  increase  assumes  a  contractual  trigger 
ised  on  the  size  of  the  state  budget,  excluding  Office  of  Public  Instruction  transfers  to  local  school  districts.  The 
ljustment  assumes  the  trigger  of  $3.  3  billion  will  be  exceeded  in  FY  2013. 


:OMMENT 


One  of  Two  Adjustments  for  the  Portal  License  and  Maintenance  Fee 


This  adjustment  represents  half  of  the  fee  increase  for  the  portal  license  and  maintenance  fee.    The 
other  half  of  the  fee  increase  is  funded  by  DP  0302  in  the  Statewide  Accounting,  Budgeting  and 
oman  Resources  Program  proprietary  section  of  the  State  Accounting  Division. 
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DP  2305  -  Electronic  Data  and  Disk  Storage  Increase  -  Increases  of  $105,600  each  year  would  fund  additional  data  and 
disk  storage  costs  for  150  gigabytes  of  additional  storage  for  data  of  the  human  resources  module  of  SABHRS. 

DP  2306  -  Mid  Tier  Cost  Increase  -  Increases  of  $23,573  each  year  would  fund  anticipated  increases  in  costs  for  mid  tier 
payments  to  the  Information  Technology  Services  Division  (ITSD)  of  the  agency  for  increased  database  and  application 
hosting  and  database  administration  in  support  of  the  human  resources  module  of  SABHRS.  These  increases  are  due  to  : 
data  growth  and  are  outside  the  funding  in  the  ITSD  fixed  cost  allocation. 


New  Proposals 

DP  2303  -  Web-based  ST  Employment  Application  &  Job  Listings  -  Increases  of  $58,000  each  year  would  fund  the 
administration,  hosting,  and  maintenance  of  a  web-based  state  employment  application  and  job  listing  database. 


LFD 
COMMENT 


Background  on  the  Web  Employment  Application  and  Job  Listing  Database 


A  web-based  employment  application  and  job  listing  service  was  implemented  in  the  201 1  biennium. 

The  services  provided  via  the  Internet  allow  individuals  to  enter  and  maintain  personal  data 
electronically  on  the  internet,  review  state  job  vacancy  announcements,  and  prepare  and  submit  an  application  for  a  state 
job.  The  system  allows  applicants  to  review  the  current  status  of  where  in  the  process  of  hiring  a  state  job  posting  is  at 
any  given  time. 

Using  the  system,  state  human  resource  professionals  and  agency  hiring  managers  can  electronically  manage  all  aspects 
of  the  process  for  filling  a  vacant  position. 

This  request  would  transfer  the  hosting  and  maintenance  costs  of  these  services  to  the  Human  Resources  Information 
System  bureau  from  the  Information  and  Technology  Services  Division. 


Proprietary  Rates 

For  the  201 3  biennium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates  for  Human  Resources  Information  System 


Actual       Projected    Projected    Projected 
Fee  FY  2010     FY  2011     FY  2012     FY  2013 


HRIS  fees  (per  employee  processed  per  pay  period) $9.37 $8.04 $8.06  $8.10 


The  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
rates  the  program  must  charge. 

The  above  decision  packages  would  have  the  following  impact  on  the  statewide  fixed  cost  allocation,  comparing  the  FY 
2012/2013  rates  to  the  rates  approved  by  the  legislature  for  FY  2010.  All  fees  impact  each  warrant  or  advice  processed: 

o      Statewide  present  law  adjustments  ($1 .87/$2.04  reductions) 

o     DP  2301  -  Oracle/PeopleSoft  3%  Annual  Fee  Increase  ($0.04  increase  both  years) 

o     DP  2302  -  Oracle/PeopleSoft  Portal  Fee  ($0.2 1  increase  only  in  FY  201 3  ) 

o     DP  2305  -  Electronic  Data  and  Disk  Storage  Increase  ($0.29  increase  both  years) 

o     DP  2306  -  Mid  Tier  Cost  Increase  ($0.07  increase  both  years) 

o     DP  2303  -  Web-based  ST  Employment  Application  &  Job  Listings  ($0.16  increase  both  years) 

o     Cumulative  impact  of  all  adjustments  ($1.31/$  1.27  reductions) 


! 
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Proprietary  Rates 

rlisk  Management  and  Tort  Defense  (Agency  Insurance  Int  Srv  -  06532) 

Proposed  Budget 

Che  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06532  shows  the  financial  information  for 
tie  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
nd  reconfigured  the  figure  for  clarity. 


20 1 3  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds 

Fund            Fund  Name       Agency  # 

Agency  Name 

Program  Name 

06532       ,          genCy  „         61010    Department  of  Administration 
Insurance  bit  Srv 

Risk  Management  &  Tort  Defense 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Investment  Earnings 

$76,737 

$500,000 

$100,000 

$100,000 

Securities  Lending  Income 

11,741 

0 

0 

0 

Premiums 

11,757,470 

12,297,451 

12,297,451 

12,297,451 

Other  Operating  Revenues 

J3J 

0 

0 

0 

Total  Operating  Revenue 

$11,846,086 

$12,797,451 

$12,397,451 

$12,397,451 

Operating  Expenses: 

Personal  Services 

1,000,322 

1,079,770 

1,096,281 

1,093,932 

Other  Operating  Expenses 

10,732.369 

13,866,912 

9.269.061 

9,258,820 

Total  Operating  Expenses 

$11,732,691 

$14,946,682 

$10,365,342 

$10,352,752 

Operating  Income  (Loss) 

$113,395 

($2,149,231) 

$2,032,109 

$2,044,699 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

235,093 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$235,093 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$348,488 

($2,149,231) 

$2,032,109 

$2,044,699 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfer;  In  (Note  13) 

616,046 

383,885 

616,046 

616,046 

Operating  Transfers  Out  (Note  13) 

(640.042) 

0 

0 

0 

Change  in  net  assets 

$324,492 

($1,765,346) 

$2,648,155 

$2,660,745 

Total  Net  Assets-  July  1  -  As  Restated 

8,156,775 

8,481,267 

6,715,921 

9,364,076 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

8,156,775 

0 

0 

0 

Net  Assets-  June  30 
60  days  of  expenses 

$8,481 ,267 
$1,955,449 

$6,715,921 
$2,491,114 

$9,364,076 

$1,727,557 

$12,024,821 

$1,725,459 

ogram  Description 

te  Risk  Management  and  Tort  Defense  Division  administers  a  comprehensive  plan  of  property  and  casualty  insurance 
atection  on  behalf  of  state  government.  The  division  purchases  commercial  insurance,  where  cost-effective,  to  cover 
iastrophic  losses  above  high  deductibles.  State  risks  that  are  currently  insured  through  commercial  insurance  carriers 
,:lude  aircraft,  airports,  boilers  and  machinery,  bonds  (various),  crime,  fine  art,  property,  professional  liability,  and 
scellaneous.  The  state  self-insures  most  commercial  insurance  risks  under  $250,000  per  occurrence  as  well  as  auto, 
leral  liability,  inland  marine,  mobile/specialized  equipment,  and  foster  care  risks.  The  division  also  provides 
lsultative  services  that  include  training,  inspections,  program  reviews,  contract  administration,  claims  administration, 
I  legal  defense  to  prevent  or  rmnimize  the  adverse  effects  of  physical  or  financial  loss.  The  division  investigates, 
iluates,  and  resolves  tort  claims,  and  coordinates  the  adjudication  and  settlement  of  other  claims  involving  property 
nage. 
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Program  Highlights 


, 


Risk  Management  and  Tort  Defense 
Major  Budget  Highlights 


♦     Insurance  rates  requested  for  the   2013   biennium  are  the  same  as  the 
legislature  approved  for  the  20 1 1  biennium 


Program  Narrative 

Expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  16.00  FTE,  $1.0  million  or  8.5%  of  total  costs 
o     Operating  costs,  $10.7  million  with  78.7%  of  these  costs  due  to: 

•  Insurance  claims  paid,  $3.3  million  with  the  largest  paid  for:    1)  comprehensive  general  liability  ($1.4  million);  and 
self  insurance  property  deductibles  ($  1 .0  million) 

•  Insurance  and  bond  payments  for  commercial  insurance  purchased,  $2.8  million 

•  Legal  fees  and  court  costs,  $1.8  million 

Revenues 

Montana  self  insures  its  property  via  this  program  so  all  state  agencies  pay  insurance  premiums  to  the  Risk  Management 
and  Tort  Defense  Division.  Depending  upon  the  type  of  property  owned  and  the  agency's  claims  history,  insurance 
premiums  paid  by  agencies  can  vary. 

Budget  authority  to  pay  insurance  premiums  is  a  fixed  cost  item  in  agencies'  budgets.  The  statewide  fixed  cost  in  the 
executive  budget  for  insurance  does  not  change  for  the  2013  biennium  from  the  funding  approved  by  the  2009 
Legislature. 

Premiums  for  the  2013  biennium  are  apportioned  based  upon  exposure  and  uniform  reductions  in  loss  experience  as 
follows: 

o     Automobile  -  comprised  of  two  separate  components:    1)  comprehensive  and  collision,  based  upon  total  values 

of  reported  vehicles;  and  2)  liability,  based  upon  agency  losses  and  the  number  of  vehicles  reported 
o     Aviation  -  allocated  to  those  agencies  that  have  aircraft  based  upon  charges  from  commercial  insurance  carriers 

for  each  aircraft,  depending  on  the  year,  make,  model,  and  value  of  the  aircraft,  and  airport  premium  based  upom 

the  number  of  airports 
o     General  Liability  -  comprised  of  commercial  coverage,  which  is  based  on  commercial  coverage  negotiated  with 

commercial  insurance  carriers  and  self-insured  coverage 
o     Property  -  allocated  to  each  agency  based  on  its  percentage  of  reported  exposures  (e.g.  building  replacement  cost 

values,  boilers  &  machinery,  etc.) 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (17.7%) 
o     State  special  revenue  (23.0%) 
o     Federal  special  revenue  (4.7%) 
o     Other  (54.6%) 
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Assumptions  and  Associated  Risks 


Total  annual  insurance  premiums  paid  to  this  program  are  $12.3  million  and  have  remained  at  roughly 
the  same  aggregate  levels  since  FY  2008.  The  FY  2008  levels  were  down  from  the  peak  authorized  in 
•Y  2005  of  $15.3  million.  With  insurance  premiums  remaining  static,  no  large  unexpected  claims  are  assumed.  The 
und  is  actuarially  funded  based  on  these  assumptions.  The  risk  associated  with  this  assumption  is  if  there  were  large 
manticipated  claims  to  become  payable,  the  insurance  fund  may  not  be  sufficient  to  pay  the  claim  for  any  claims  that  are 
'bove  commercial  insurance  or  the  insurance  pools  reserves.  Since  the  state  is  self  insured,  claims  not  covered  by  the 
asurance  fund  or  commercial  insurance  would  be  an  obligation  of  the  state  general  fund  to  finance.  The  major  risk 
acing  the  state  is  the  lawsuit  associated  with  asbestos  damages  in  Libby.  The  state  is  mentioned  as  a  defendant  in  this 
iwsuit.  The  risk  is  that  if  this  lawsuit  is  resolved  for  more  than  the  available  reserves  in  the  insurance  pool  the  general 
und  may  need  to  fund  the  shortage. 


■'resent  Law  Adjustments 

i"he  only  adjustments  for  the  division  are  for  statewide  present  law  adjustments  summarized  below: 

o     Personal  services  to  fully  fund  authorized  positions  of  $155,152  in  FY  2012  and  $152,705  in  FY  2013 
o     Vacancy  savings  to  reduce  full  funding  by  4.0%  of  ($45,678)  in  FY  2012  and  ($45,580)  in  FY  2013 
o     Fixed  costs  of  $199,915  in  FY  2012  and  $189,538  in  FY  2103 
o     Inflation  and  deflation  adjustments  of  ($1,675)  in  FY  2012  and  ($1,539)  in  FY  2013 

tatewide  present  law  adjustments  have  no  impact  on  the  rates  for  the  division. 


proprietary  Rates 

ior  the  2013  biennium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates  for  Insurance  (Risk  Management  and  Tort  Defense) 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  20 11 

FY  2012 

FY  2013 

Premiums : 

Auto/Comp/Collision 

$1,043,146 

$1,135,000 

$1,135,000 

$1,135,000 

Aviation 

212,450 

212,451 

212,451 

212,451 

General  Liability 

6,749,999 

6,750,000 

6,750,000 

6,750,000 

Property 'Miscellaneous 

3.747,424 

4.200.000 

4200,000 

4200,000 

Total 

$11,753,019 

$12,297,451 

$12,297,451 

$12297,451 

the  rates  approved  by  the  legislature  are  the  maximum  the  program  may  charge  during  the  biennium.  They  are  not  the 
ites  the  program  must  charge. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 

Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

750 

750 

7.50 

7.50 

7.50 

7.50 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Local  Assistance 

391,870 

100,498 

2,073 

425,167 

75,245 

500 

465,967 

97,615 

6,073 

461,571 

95,928 

5,073 

817,037 

175,743 

2,573 

927,538 

193,543 

11,146 

110,501 

17,800 

8,573 

13,52% 

10.13% 

333.19%  i 

Total  Costs 

$494,441 

$500,912 

$569,655 

$562,572 

$995353 

$1,132,227 

$136,874 

13.75% 

General  Fund 

494,441 

500,912 

569,655 

562,572 

995,353 

1,132,227 

136,874 

13.75% 

Total  Funds 

$494,441 

5500,912 

$569,655 

$562,572 

$995353 

$1,132,227 

$136,874 

13.75% 

Program  Description 

The  State  Tax  Appeal  Board  provides  a  tax  appeal  system  for  all  actions  of  the  Department  of  Revenue.  It  hears  appeals 
from  decisions  of  the  56  county  tax  appeal  boards,  primarily  involving  residential  and  commercial  property  valuation, 
and  takes  original  jurisdiction  in  matters  involving  income  taxes,  corporate  taxes,  severance  taxes,  centrally-assessed 
property  and  new  industry  property,  motor  fuels  taxes,  vehicle  taxes,  and  cabin  site  leases.  The  board  travels  throughout 
the  state  to  hear  appeals  from  decisions  of  the  county  tax  appeal  boards  and  to  conduct  informational  meetings  for  the 
various  county  tax  appeal  boards.  The  State  Tax  Appeal  Board  directs  the  county  tax  appeal  board  secretaries,  who  are 
state  employees,  and  pays  their  salaries  and  employee  benefits  from  its  personal  services  appropriation.  The  board  also 
reviews  and  pays  the  expenses,  including  employee  benefits,  of  those  county  tax  appeal  board  secretaries  who  are  county 
employees.  In  addition,  the  board  pays  the  clerical-related  expenses  for  all  56  county  tax  appeal  boards,  including 
supplies,  postage,  and  copies,  but  excluding  office  equipment. 

Program  Highlights 


State  Tax  Appeal  Board 
Major  Budget  Highlights 


Expenditures  would  increase  by  13.8%  over  the  previous  biennium,  primarily 
due  to  increases  to  fully  fund  personal  services 

The  executive  recommends  the  reauthorization  of  a  portion  of  the  OTO 
funding  for  reappraisal  workload  appropriated  for  the  201 1  biennium 


Major  LFD  Issues 


An  aggregate  position  that  funds  compensation  for  county  tax  appeals  boards 
has  high  perpetual  levels  of  vacancy  savings  and  the  legislature  may  want  to 
consider  changes  in  the  funding  level 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
the  executive. 
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Program  Funding  Table 
State  TaxAppeal  Board 

Program  Funding 

Base 

FY  2010 

%  of  Base          Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand  Total 

$         494,441 

494.441 

$          494,441 

100.0%     $          569,655 
100.0%                569.655 
100  0%     $          569  655 

100  0% 

loom 

l'<iri°n 

$          562,572 

56Z572 

S          562,572 

100.0% 
1000% 
100  0% 

he  State  Tax  Appeal  Board  is  fully  funded  with  general  fund.  General  fund  also  funds  travel  expenses,  compensation 
f  $45  per  day,  and  all  other  incidental  expenses  for  the  county  tax  appeal  boards,  except  that  counties  fund  office  and 
quipment  expenses  of  their  respective  county  boards. 

udget  Summary  by  Category 

he  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


■1 

)dget  Summary  by  Category 
idget  Item 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennmm 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

.se  Budget 

jtewide  PL  Adjustments 
(her  PL  Adjustments 
"w  Proposals 

Total  Budget 

494,441 

51,214 

0 

24,000 

S569.655 

494,441 

50,131 

0 

18,000 

$562,572 

988,882 

101,345 
0 

42,000 

$1,132,227 

87  34% 
895% 
000% 
3.71% 

494,441 

51,214 

0 

24,000 

$569,655 

494,441 
50,131 

0 
18,000 

$562,572 

988,882 

101,345 

0 

42,000 

$1,132,227 

87  34% 
8  95% 
0  00% 
3  71% 

-resent  Law  Adjustments 

He  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
:ms  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
ascriptions. 


bent  Law  Adjustments 

FTE 

General 
Fund 

Fiscal  2013 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
FTE                   Fund 

State 
Special 

Federal 
Special 

Total 

Funds 

■sonal  Services 
jcancy  Savings 
Ration/Deflation 
ed  Costs 

78,533 

(18,436) 

138 

(9,021) 

78,119 

(18,418) 

152 

(9,722) 

Total  Statewide  Present  Law  Adjustments 

$51,214 

$0 

$0 

$51,214 

$50,131 

$0 

$0 

$50,131 

1    Grand  Total  All  Present  Law  Adjustments 

0.00              $51,214 

$0 

$0 

$51,214 

0.00 

S50.131 

$0 

SO 

$50,131 

'ogram  Personal  Services  Narrative 

'  ie  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
•  lamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
ijirity. 

o     Pay  Plan  Exceptions  -  No  employee  groups  in  this  program  benefit  from  exceptions  to  the  agency  pay  plan 

rules. 
!  o     Program  Specific  Obstacles  -  The  obstacles  the  program  face  in  hiring  and  retaining  a  qualified  staff  are  the 

same  as  for  the  rest  of  the  agency. 
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o     Vacancy 

•  Besides  one  aggregate  position  that  funds  personal  services  costs  for  county  tax  appeal  boards,  all 
other  positions  were  fully  utilized  in  FY  2010 

•  The  2.25  FTE  position  that  funds  the  personal  services  costs  for  county  tax  appeals  boards  used  only 
544  of  the  4,698  funded  hours,  or  1 1 .6%  utilization,  due  to  variations  in  workloads  for  the  countyj 
boards  that  resulted  in  low  required  personal  services  funding 


LFD 
ISSUE 


Perpetually  High  Vacancy  Rate  in  Position  for  County  Board  Funding 


A  2.25  FTE  position  exists  in  this  program  to  fund  the  personal  services  costs  for  the  county  tax  appeals 
boards.    This  position  has  perpetually  expended  only  a  small  proportion  of  the  funds  appropriated.    Funds'i 
freed  up  from  vacancy  savings  can  be  used  for  other  purposes  not  anticipated  by  the  legislature.    The  legislature  may 
want  to  reevaluate  the  funding  level  or  place  restrictions  on  the  use  of  vacancy  savings  of  this  position. 

Montana  law  states  that  members  of  county  tax  appeals  boards  receive  compensation  of  $45  a  day  when  the  county  tax 
appeal  board  meets  to  hear  taxpayers'  appeals  from  property  tax  assessments  or  when  they  are  attending  meetings  called, 
by  the  state  tax  appeal  board.  Compensation  must  be  paid  from  the  appropriation  to  the  state  tax  appeal  board.  The  2.25| 
FTE  position  has  been  established  to  fund  the  compensation  of  the  county  tax  appeals  boards.  The  following  figure) 
shows  the  amounts  budgeted,  expended,  percent  of  budget  expended,  and  vacancy  savings  amount  for  fiscal  years  20081 
through  2010. 


Position  for  County  Tax  Appeals  Board  Funding 


FY  2008    FY  2009    FY  2010 


Amount  budgeted                         $55,001  $55,046  $70,524 

Amount  expended                            2.096             589  8.133 

Amount  of  budget  not  expende    $52,905  $54,457  $62391 

%  of  budget  expended 3.8%          1.1%  11.5% 


Because  of  the  recent  property  reappraisal,  FY  2010  should1 
have  been  a  busy  year  for  the  tax  appeals,  yet  only  1 1.5%  of  the 
funds  appropriated  were  expended.  Even  at  the  expenditure 
rate  in  FY  2010,  funding  at  0.25  FTE  is  more  appropriate  for 
this  position.  The  general  fund  savings  that  would  result  from 
reducing  the  funding  for  2.00  FTE  of  this  position  is  $133,766 
for  the  biennium.  If  vacancy  savings  is  imposed  or  turnover  is  low,  the  program  could  use  carryforward  authority, 
request  funding  from  the  Governor's  personal  services  contingency  fund,  or  transfer  funding  from  other  areas  of  the 
program  or  agency. 

One  avenue  the  legislature  might  consider  when  evaluating  options  for  adjusting  the  funding  level  for  this  position  and 
still  enabling  the  program  to  achieve  operational  requirements  is  to  exempt  the  board  members  or  the  entire  program 
from  any  imposed  vacancy  savings  requirements  and  fully  fund  the  board  or  all  positions  of  the  program. 

Options 

o     Make  no  changes  to  the  funding  for  the  county  tax  appeals  board  position 

o     Make  no  changes  in  the  level  of  funding  for  the  county  tax  appeals  board  position,  but  establish  a  line  item 

appropriation  that  is  restricted  only  for  use  in  compensating  the  county  board  members 
o     Reduce  the  funding  for  the  position  without  making  any  other  associated  changes 
o     Reduce  the  funding  for  the  position,  but  exempt  the  3.00  FTE  State  Tax  Appeals  Board  members  from  vacancy 

savings  requirements 
o     Reduce  the  funding  for  the  position,  but  exempt  the  program  from  vacancy  saving  requirements 


o     Legislatively  Applied  Vacancy  Savings  -  The  vacancy  savings  generated  by  the  low  utilization  of  the  county 

board  aggregate  position  was  used  to  fund  the  7%  applied  vacancy  saving, 
o     Pay/Position  Changes  -  The  only  pay  changes  made  were  to  raise  two  positions  up  to  the  federal  minimum 

wage, 
o     Retirements  -  Four  employees  in  this  program  are  eligible  for  retirement  in  the  2013  biennium  and  if  they  were 

to  retire,  the  estimated  compensated  absence  liability  is  $28,3 15. 
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«Jew  Proposals 

/he  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.   Descriptions  and  LFD  discussion 
■f  each  new  proposal  are  included  in  the  individual  program  narratives. 


.  ew  Proposals 

.     _ Fiscal  iQP  -     -    - 

FTE 

General 
Fund 

General                State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

'P  3701  -  STAB  2009  Statewide  Reappraisal  of  Property  OTO 
37               0.00                24,000                        0 

Total               0.00              $24,000                       $0 

0 
$0 

24,000 
$24,000 

0.00 
0.00 

18,000 
$18,000 

0 
$0 

0 
$0 

18,000 
$18,000 

!)P  3701  -  STAB  2009  Statewide  Reappraisal  of  Property  OTO  -  An  increase  in  general  fund  is  requested  for  an 
nticipated  increase  in  tax  appeals  due  to  the  2009  statewide  reappraisal  of  property.  The  executive  recommends  this 
unding  be  designated  as  one  time  only. 


:OMMENT 


20 1 1  Biennium  OTO  Funding  -  Reappraisal  Workload 


The  2009  Legislature  approved  funding  to  address  county  tax  appeal  board  workload  impacts 
associated  with  the  2009  property  reappraisal  appeals.  The  201 1  biennium  funding  was  designated  as 

-ne  time  only  and  the  FY  2010  funding  of  $36,400  was  fully  expended.  This  request  is  for  roughly  73%  of  the  amount 

ppropriated  for  the  201 1  biennium. 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  ol 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change , 

FTE 

50.66 

50.66 

56.00 

56.00 

50.66 

56.00 

5.34 

10.5. 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Grants 
Transfers 

3,014,479 
3,310,301 

0 
14,505,844 

0 

3,199,829 

5,178,533 

97,650 

22,354,042 

0 

3,564,807 
6,463,726 

0 
18,382,856 

0 

3,565,264 
6,754,586 

0 
18,756,426 

0 

6,214,308 

8,488,834 

97,650 

36,859,886 

0 

7,130,071 
13,218,312 

0 
37,139,282 

0 

915,763 

4,729,478 

(97,650) 

279,396 

0 

14.7 

55.7 

(100.00 

0.7( 

Total  Costs 

$20,830,624 

$30,830,054 

$28,411389 

$29,076,276 

$51,660,678 

$57,487,665 

$5,826,987 

11.2S 

General  Fund 
State  Special 
Federal  Special 

2,598,996 
4,216,567 
14,015,061 

2,692,843 

6,178,304 

21,958,907 

5,011,683 

7,333,031 

16,066,675 

5,012,435 

7,300,737 

16,763,104 

5,291,839 
10,394,871 
35,973,968 

10,024,118 
14,633,768 
32,829,779 

4,732,279 

4,238,897 

(3,144,189) 

89.4 
40.71 
(8.74 

Total  Funds 

$20,830,624 

$30,830,054 

$28,41  U89 

$29,076,276 

$51,660,678 

$57,487,665 

$5,826,987 

11. 2S 

The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


Non-HB2  Funds 


Proprietary  -S49.1M 

FTE  -95.50 

Statutory  Appropriations 

FTE -56.75 

General  Fund  -  $4.7M 

All  Funds  -  S35.8M 


51  Business  Resources  Division 
Andy  Poole  841-2707 

FTE -25  16 

General  Fund-2.1M 

All  Funds  -  5  8M 


60  Community  Development  Division 
Kelly  Casillas  841-2776 

FTE- 16.00 

General  Fund  -  0  5M 

All  Funds- 8. 1M 


75  Board  of  Investments 

Carroll  South  444-1285 

FTE-0 

Proprietary  ony 
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Dore  Schwinden  841-2700 

Total  FTE  -  50.66 

Total  General  Fund  -  2.6M 

Total  All  Funds  -  20.8M 


52  Montana  Promotion  Division 

Vacant 

FTE-0 

General  Fund  -  $0.0 

All  Funds  -  $0.6M 


71  Facilities  Finance  Authority 

Michelle  Barstad  444-0259 

FTE-0 

Proprietary  only 


80  Hentage  Preservation 

&  Development  Commission 

Paul  Reichert  443-2081 

FTE-0 

Statutory  Appropriation  only 


A-224 


55  Energy  Promotion  &  Development 

Tom  Kaiserski  841-2034 

Legislature  provided  one-time-only  funding 


74  Housing  Division 

Bruce  Brensdal  841-2844 

FTE  -  5.50 

General  Fund  -  $0  0 

All  Funds  -  $5  2M 


81  Director's  Office 

Dore  Schwtnden  841-2700 

FTE -4.00 

General  Fund  -  $0.0 

All  Funds -$11M 
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,,501  -  DEPARTMENT  OF  COMMERCE SUMMARY 

Vgency  Description 

fhe  Department  of  Commerce  strives  to  enhance  the  economic  prosperity  for  all  Montanans.  The  department  works  its 
vith  customers  (economic  and  community  development  organizations,  businesses,  communities,  governmental  entities, 
lected  officials,  and  the  public)  to  diversify  and  expand  the  state's  economic  base  through  business  creation,  expansion, 
*nd  retention  and  improvement  of  our  infrastructure,  housing  and  facilities. 

Tie  department  is  composed  of  nine  major  divisions  as  follows: 

business  Resources  Division 

o     Board  of  Research  and  Commercialization  Technology 

o     State  Tribal  Economic  Development  Commission 

o     Regional  Development  Bureau 

o     Census  and  Economic  Information  Center 

o     Trade  and  International  Relations  Bureau 

o     Small  Business  Development  Center  Bureau 
Montana  Promotion  Division 

o     Tourism  Marketing  and  Promotion 

o     Film  Marketing  and  Promotion 

o     Tourism  Development  and  Education 

o     Industry  Services  and  Operations 
tnergy  Promotion  &  Development  Division 
'ommunity  Development  Division 

o     Community  Development  Block  Grant  Program 

o     Community  Technical  Assistance  Program 

o     Treasure  State  Endowment  Program 

o     Neighborhood  Stabilization  Program 

o     Coal  Board 

o     Hard  Rock  Mining  Impact  Board 
[lontana  Facility  Finance  Authority 
lousing  Division 

o     Board  of  Housing 
J     o     Housing  Assistance  Bureau 
|oard  of  Investments 
jlontana  Heritage  Commission 
|irector's  Office 

o     Offices  of  Accounting  and  Budget,  Legal  Affairs,  Human  Resources,  Information  Technology,  and  Public 
Information 

o     Quality  Schools  Program 

o     Montana  Council  on  Developmental  Disabilities 

,he  Department  of  Commerce  encompasses  a  number  of  programs  that  provide  grant  administration,  federal  program 
(ministration,  state  initiatives,  and  investment  services  in  order  to  diversify  and  expand  the  state's  economic  base 
rough  business  creation,  expansion,  and  retention  and  improvement  of  infrastructure,  housing  and  facilities. 
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SUMMARY 


Agency  Highlights 


Department  of  Commerce 
Major  Budget  Highlights 


The  general  fund  would  increase  over  89%  compared  to  the  20 1 1  biennium 
due  primarily  to  the  Governor's  proposed  maintenance  of  three  programs, 
including  4.00  FTE,  designated  as  one-time-only  by  the  previous  legislature: 

•  Indian  country  economic  development 

•  Montana  Main  Street 

•  Primary  business  sector  training  grants 

The  Governor  would  also  provide  general  fund  for  operating  expenses  of  the 

supercomputer  in  Butte 

These  increases  would  be  partially  offset  by  the  elimination  of  the  Regional 

Development  Program,  including  3.66  FTE 

State  special  revenues  would  increase  due  to: 

•  Loans  to  certified  Micro-business  development  corporations 

•  Increased  coal  board  grants 


Legislative  Action  Issues 


♦     Interim  Committee  Recommendations 

•      The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 


Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 

establish  appropriations  policy.    As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 

following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o     Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  2013  biennium. 

201 1  Biennium  Goals 

The  following  provides  an  update  of  the  goals  monitored  by  the  LFC  during  the  201 1  biennium. 

The  committee  heard  reports  on  the  goal  to  increase  the  number  of  energy  transmission  and  production  projects 
completed  in  Montana.  The  agency  submitted  information  for  the  current  reporting  period  included  a  general  overview 
of  the  projects,  publications,  studies,  grants,  and  highlights  of  the  division's  activities.  Also  provided  were  detailed 
descriptions  of  significant  in-process  projects  and  annual  tables  detailing  the  amount  of  capital  investments  in  energy 
projects,  projected  construction  jobs,  permanent  jobs,  and  estimated  power  generation  capacity  increases  attributable  to 
the  division's  activities  in  accordance  to  the  stated  performance  measures. 

2013  Biennium  Goals 

During  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
to  consider  during  the  appropriation  process.  The  committee  did  not  select  a  goal  for  consideration  for  this  agency. 
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SUMMARY 


Vgency  Personal  Services  Narrative 

Hie  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
jxamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
I  larity. 

o  Labor  Market  Experience  -  The  agency  has  seen  an  increase  in  hiring  pool  sizes,  with  a  corresponding 
increase  in  minimally  qualified  applicants,  but  it  has  not  needed  to  do  multiple  recruitment  and  has  not 
experienced  employment  offer  rejections.  There  have  not  been  high  turnover  trends, 
o  Pay  Philosophy  -  The  agency  will  continue  to  use  the  department's  broadband  pay  plan  guidelines  to 
appropriately  place  new  hires  using  the  department  employee  profile  and  recommended  range  placement 
process.  No  special  pay  rates  or  adjustments  are  used, 
o  Obstacles  -  The  pay  freeze  and  its  public  characterization  may  cause  the  general  public  to  view  state 
government  employment  as  a  career  path  with  limited  growth  potential. 

'•%  Reduction  Plan 

statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
ollowing  summarizes  the  plan  submitted  for  this  agency. 


Total  5%  Reduction  Plan  Identified  by 

the  Department  of  Commerce,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Bienniurn 

% 

State  Special 

% 

Program/DP  Number/Description 

FTE 

General  Fund 

OfTotal 

Revenue 

OfTotal 

Business  Resources  Division 

Included  in  Executive  Budget 

55004  Eliminate  Regional  Dev.  Program 

3.66 

$621,383 

100.0% 

Montana  Promotion  Division 

Not  Included  in  Executive  Budget 

Reduce  Private  Funds 

$325,496 

100.0% 

Total  Reduction  Plan 

$621,383 

100.0% 

$0 

0.0% 

Included  in  Executive  Budget 

Not  Included  in  Executive  Budget 

0 

0.0% 

325.496 

100.0% 

Total  Agency  Reduction  Plan 

$621r383 

$325,496 

he  elimination  of  the  regional  development  programs  took  place  in  the  2011  bienniurn.  The  Montana  Promotion 
division  is  requesting  an  increase  in  funding  for  its  private  funds  in  KB  2  to  $750,000.  Please  see  DP  5208  in  the 
lontana  Promotions  Division. 


unding 

he  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor, 
ding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


'kin 


Total  Agency  Funding 
2013  Biennium  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

jrand  Total 

Total  % 

51  Business  Resources  Division 

52  Montana  Promotion  Division 

55  Energy  Promotion  &  Dev  Division 
60  Community  Development  Division 
74  Housing  Division 
81  Director's  Office 
Grand  Total 

$ 

8,070,327 

910,000 
1,043,791 

$        4,408,723 
1,529,308 

7,914,764 

51,600 

729.373 

$      14.633.768 

t 

t 

9,774,990 

10,970,079 

10,884,710 

1,200,000 

32.829.779 

S 
I 

22,254,040 

1,529,308 

910,000 

19,928,634 

10,936,310 
1,929,373 

57.487.665 

38.71% 

2.66% 

1.58% 

34.67% 

19.02% 

3.36% 

100.00% 

$_ 

10.024.118 
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SUMMAR 


Statutory  Appropriations 

The  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined '; 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  andi 
associated  policy. 


Statutory  Appropriations 

Department  of  Commerce 

Fund 

Fiscal 

Fiscal 

Fiscal 

Purpose 

MCA  # 

Source 

2010 

2012 

2013 

No  Direct  Bearing  on  A&encv  Operations 

17-7-502 

Enterprise  Funds 

$1,828,551 

$1,320,878 

$1,559,878 

Debt  service  payments  and  issuing  costs 

Hard  Rock  Mining  to  Counties 

90-6-331 

SSR 

227,801 

600,000 

600,000 

Direct  Bearing  on  Aeencv  Ooerations 

15-35-108 

GF  /SSR 

$1,070,155 

$1,100,000 

$1,100,000 

Business  research  and  development 

Tourism  promotion  and  related  activites 

15-65-121 

SSR 

17,144,519 

17,537,609 

17,212,559 

Purchase,  maintain  and  operate  historic  properties        22-3-1004 

SSR&FSR 

1,015,343 

1,362,422 

1,361,829 

Assist  economic  development  in  Montana 

90-1-205 

SSR/FSR 

7,871,616 

5,170,539 

5,747,846 

Fund  research  and  commerciali2aion  projects 

90-3-1003 

GF&SSR 

6,633,980 

2,726,160 

2,724,069 

As  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1)  those  where  thi 
agency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agencjj 
operations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget                Biennium 
Fiscal  2013          Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget                 Biennium 
Fiscal  20 13            Fiscal  12-13 

1 

Percent  J 
ofBudge  | 

2,598,996 

98,506 

1,433 

2,312,748 

$5,011,683 

2,598,996 

100,044 

1,848 

2,311,547 

$5,012,435 

5,197,992 

198,550 

3,281 

4,624,295 

$10,024,118 

51.85% 
1.98% 
0.03% 

46.13% 

20,830,624 

272,912 

4,995,105 

2,312,748 

$28,411,389 

20,830,624 

225,435 

5,708,670 

2,311,547 

$29,076,276 

41,661,248 

498,347 

10,703,775 

4,624,295 

$57,487,665 

"2% 
01 

18.1 
8| 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 


Total 


Budget 
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51-BUSINESS  RESOURCES  DIVISION 


'rogram  Budget  Comparison 

Tie  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
unding. 


rogram  Budget  Comparison 
udget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 
Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

TE 

25.16 

25.16 

25.50 

25.50 

25.16 

25.50 

0.34 

1 .35% 

:rsonal  Services 
perating  Expenses 
rants 
ransfers 

1,515,117 

1,808,937 

2,448,507 

0 

1,667,729 

3,407,304 

3,520,966 

0 

1 ,672,922 

4,537,923 

4,751,167 

0 

1,672,355 

4,868,222 

4,751,451 

0 

3,182,846 

5,216,241 

5,969,473 

0 

3,345,277 

9,406,145 

9,502,618 

0 

162,431 

4,189,904 

3,533,145 

0 

5.10% 

80.32% 

59.19% 

n/a 

Total  Costs 

$5,772,561 

$8,595,999 

$10,962,012 

$11,292,028 

$14368360 

$22,254,040 

$7,885,480 

54.88% 

eneral  Fund 
ate  Special 
ideral  Special 

2,068,846 

112,474 

3,591,241 

2,153,892 
2,342,470 
4,099,637 

4,033,725 
2,204,848 
4,723,439 

4,036,602 
2,203,875 
5,051,551 

4,222,738 
2,454,944 
7,690,878 

8,070,327 
4,408,723 
9,774,990 

3,847,589 
1,953,779 
2,084,112 

91.12% 
79.59% 
27.10% 

Total  Funds 

$5,772,561 

$8,595,999 

$10,962,012 

$11,292,028 

$14368,560 

$22,254,040 

$7,885,480 

54.88% 

rogram  Description 

"he  Business  Resources  Division  is  comprised  of  a  variety  of  programs  aimed  at  improving,  enhancing,  and  diversifying 
lontana's  economic  and  business  climate.  Working  closely  with  the  private  sector,  the  Governor's  Office,  the 
egislature,  economic  and  community  development  partners,  other  department  divisions,  state  agencies,  and  federal  and 
rivate  programs,  the  division  strives  to  enhance  the  economic  base  of  Montana  through  business  creation,  expansion, 
id  retention  efforts. 

;he  mission  of  the  Business  Resources  Division  is  to  deliver  information,  technical  assistance,  and  financial  resources  to 
immunities  and  businesses  in  Montana  resulting  in  the  development  and  prosperity  of  our  state. 


rogram  Highlights 


Business  Resources  Division 
Major  Budget  Highlights 


General  fund  increases  $3.9  million,  or  91.1%,  from  the  201 1  biennium  to  the 
2013  biennium  due  to  the  provision  of  funding  for  programs,  including  a  total 
4.00  FTE,  that  had  been  made  one-time-only  by  the  previous  legislature: 

•  Indian  country  economic  development 

•  Montana  Main  Street  Program 

•  Primary  business  sector  training  grants 

•  High  performance  computing  operating  costs 

These   increases  are  partially  offset  by  the  proposed  elimination  of  the 

Regional  Development  Program,  including  3.66  FTE 

State  special  funds  increase  $2.0  million,  or  79.6%,  due  to  loans  to  certified 

Micro-business  development  corporations 

Federal  special  funds  increase  $2.1  million,  or  27.1%,  due  to  increased 

funding  for  loans  to  small  business  development  centers 


/*  Reduction  Plan 

atute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
llowing  summarizes  the  plan  submitted  for  this  program. 


I'D  Budget  Analysis 


A-229 


2013  Biennium 


6501  -  DEPARTMENT  OF  COMMERCE 


51-BUSINESS  RESOURCES  DIVISI03 


One  of  two  items  on  the  agency's  5%  reduction  plan  applies  to  this  program.  DP  55004  to  eliminate  the  regione 
development  program  and  funding  for  3.66  FTE  was  included  in  the  Governor's  request.  Further  discussion  of  thii 
request  can  be  found  in  the  "New  Proposals"  section  for  this  program. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  b; 
the  Governor. 


Program  Funding  Table 

Business 

Resources  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Progra 

m  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000 

Total  General  Fund 

$       2,068,846 

35.8% 

S 

4,033,725 

36.8%     $ 

4,036,602 

35.7% 

01 100  General  Fund 

2,068,846 

35.8% 

4,033,725 

36.8% 

4,036,602 

35.7% 

02000 

Total  State  Special  Funds 

112,474 

1.9% 

2,204,848 

20.1% 

2,203,875 

19.5% 

02090  Business  Asst-Private 

5,820 

0.1% 

75,820 

0.7% 

75,820 

0.7% 

02210  Microbusiness  Admin  Acct 

93,987 

1.6% 

116,361 

1.1% 

115,388 

1.0% 

02212  Microbusiness  Loan  Acct 

- 

- 

2,000,000 

18.2% 

2,000,000 

17.7% 

02791  Sbir  Private  Funds 

12,667 

02% 

12,667 

0.1% 

12,667 

0.1% 

03000 

Total  Federal  Special  Funds 

3,591,241 

62.2% 

4,723,439 

43.1% 

5,051,551 

44.7% 

03059  Community  Development  Block 

2,549,514 

44.2% 

3,514,162 

32.1% 

3,504,714 

31.0% 

03061  Eda  Revolving  Loan  Fund 

77,071 

1.3% 

231,071 

2.1% 

377,071 

3.3% 

03172  Sbir  Outreach 

3,407 

0.1% 

3,407 

0.0% 

3,407 

0.0% 

03207  Small  Business  Dev.  Centers 

624,276 

10.8% 

637,826 

5.8% 

636,386 

5.6% 

03233  Instep/Epscor  Funds 

29,973 

0.5% 

29,973 

0.3% 

29,973 

0.3% 

03932  Cdbg  Rlf 

307.000 

5.3% 

307.000 

2.8% 

500.000 

4.4% 

Grand 

Total 

$       5.772.561 

100.0% 

$ 

10.962.012 

100.0%     I 

11.292.028 

100.0% 

General  fund  would  increase  by  $3.9  million,  or  91%,  from  the  201 1  biennium.  General  fund  increases  are  due  largel; 
to  funding  requests  for  programs  funded  for  the  201 1  biennium  in  HB  645  of  the  2009  Legislature,  which  appropriatei 
general  fund  freed  up  due  to  the  federal  American  Recovery  and  Reinvestment  Act  of  2009  (ARRA):  Indian  countr 
economic  development  and  the  Montana  Main  Street  Program.  An  increase  is  also  requested  for  primary  business  secto 
training  grants  and  high  performance  computing  operating  expenses.  General  fund  supports  a  number  of  function: 
including  technology  and  biomedical  research  programs,  the  Montana  Main  Street  Program,  workforce  training  grants 
the  Montana  capital  investment  board,  census  and  economic  information  center,  tribal  economic  development,  the  Mad 
in  Montana  program,  regional  development  programs,  and  international  relations  programs. 


State  special  revenue  funding  supports  several  projects,  including  small  business  research,  micro-business  lo; 
administration,  the  Big  Sky  Trust  Program,  and  trade  and  international  relations  programs.  Requested  funding  from  stat 
special  revenue  sources  increased  by  $2.0  million,  or  80%,  from  the  201 1  biennium.  The  increase  is  primarily  due  to  tfo 
addition  of  $2.0  million  in  funding  to  record  the  micro-business  loans  made  through  the  Small  Business  Developmen 
Center  to  certified  micro-business  development  corporations. 

Federal  special  revenue  that  primarily  supports  the  WIRED  and  Community  Development  Block  Grant  program 
increases  $2.1  million,  or  27.1%,  from  the  2011  to  the  2013  biennium  to  increase  federal  funding  for  loans  to  smal 
business  development  centers  to  the  level  available  for  the  2013  biennium. 


at 
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Sudget  Summary  by  Category 

!>"he  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


jdget  Summary  by  Category 

Budget 

Budget 

Biennium 

Percent 

Budget 

Budget              Biennium 

Percent 

udget  Item 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

'ise  Budget 

2,068,846 

2,068,846 

4,137,692 

51.27% 

5,772,561 

5,772,561 

11,545,122 

51.88% 

latewide  PL  Adjustments 

98,752 

101,615 

200,367 

2.48% 

186,925 

178,132 

365,057 

1.64% 

ther  PL  Adjustments 

1,114 

2,537 

3,651 

0.05% 

3,137,513 

3,477,731 

6,615,244 

29.73% 

ew  Proposals 

1,865,013 

1,863,604 

3,728,617 

46.20% 

1,865,013 

1,863,604 

3,728,617 

16.75% 

Total  Budget 

$4,033,725 

$4,036,602 

$8,070327 

$10,962,012 

$11,292,028 

$22,254,040 

resent  Law  Adjustments 

he  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
;ems  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
escriptions. 


esent  Law  Adjustments 

Fiscal  20 1 2 

General                State 
FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 



Fiscal  20 13 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

rsonal  Services 
icancy  Savings 
flation/Deflation 
>ced  Costs 

243,504 

(70,339) 

(826) 

14,586 

242,838 

(70,313) 

(667) 

6,274 

Total  Statewide  Present  Law  Adjustments 

$98,752 

$15,857 

$72316 

$186,925 

$101,615 

$14,935 

$61,582 

$178,132 

j?  5108  -  BRD  ADMINISTRATIVE  COSTS  ADJUSTMENTS  KB  2 

0.00                 1,114          2,076,517 
?  5 1 09  -  BRD  FEDERAL  GRANTS  ADJUSTMENTS  HB  2 

0.00                        0                        0 

159,882 
900,000 

2,237,513 
900,000 

0.00 
0.00 

2,537 
0 

2,076,466 
0 

498,728 
900,000 

2,577,731 
900,000 

Total  Other  Present  Law  Adjustments 

0.00               $1,114 

$2,076,517 

$1,059,882 

$3,137313 

0.00 

$2337 

$2,076,466 

$1398,728 

$3,477,731 

Grand  Total  All  Present  Law  Adjustments 
0.00             $99,866 

$2,092374 

$1,132,198 

$3324,438 

0.00 

$104,152 

$2,091,401 

$1,460310 

$3,655,863 

:! 

rogram  Personal  Services  Narrative 

Ine  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
tamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
ferity. 

o     Pay  Plan  Exceptions  -  No  occupational  groups  in  this  program  have  exceptions  from  the  agency's  pay  plan 
,!  rules. 

J    o     Program  Specific  Obstacles  -  The  program  does  not  anticipate  difficulties  attracting  and  retaining  qualified 
workers  to  achieve  its  mission, 
o     Vacancy  -  No  positions  with  high  turnover  rates  have  been  identified  for  this  program, 
o     Legislatively  Applied  Vacancy  Savings  -  The  program  held  specific  positions  open  to  achieve  the  applied 

vacancy  savings, 
o     Pay/Position  Changes  -  Two  pay  increases  were  given  to  individuals  in  order  to  keep  them  from  leaving  for 

other  opportunities, 
o     Retirements  -  Six  employees  in  this  program  are  eligible  for  retirement  in  the  201 3  biennium  and  if  they  were  to 
retire,  the  estimated  compensated  absence  liability  is  $86,544. 
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DP  5108  -  BRD  Administrative  Costs  Adjustments  HB  2  -  This  request  for  additional  operating  costs  includes  travel, 
communications,  rent,  training  costs,  indirect  costs,  and  software  for  reporting  to  the  federal  government  in  the  Small 
Business  Development  Center  (SBDC)  bureau.  In  addition,  the  request  includes  $2.0  million  state  special  revenue  each 
year  to  record  loans  to  certified  micro-business  development  corporations  on  the  state  accounting  system.  Included  are 
plans  for  offering  National  Development  Council  courses  in  Montana  in  FY  2012  and  FY  2013  for  economic  developer? 
to  become  Certified  Economic  Development  Finance  Professionals. 

DP  5 1 09  -  BRD  Federal  Grants  Adjustments  HB  2  -  This  request  would  adjust  federal  funds  for  the  amount  of  federal 
funds  available  in  the  20 1 3  biennium. 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

.   Fiscal  201 2   - 

Federal 

Total 

General                State 

Federal 

Total 

General 

State 

Program                FTE                   Fund                Special 

Special 

Funds 

FTE 

Fund 

Specia 

Special 

Funds 

DP  5 1 0 1  -  BRD  Primary  Business  Sector  Training  HB  2  OTC 

51               2.00           1,000,000 

0 

0 

1,000,000 

2.00 

1,000,000 

0 

0 

1,000,000 

DP  5 102  -  BRD  Indian  Country  Economic  Development  HB 

>OTO 

51                1.00              800,000 

0 

0 

800,000 

1.00 

800,000 

0 

0 

800,0001 

DP  5103  -  BRD  Main  Street  Program  HB  2  OTO 

51                1.00              125,000 

0 

0 

125,000 

1.00 

125,000 

0 

0 

125,000; 

DP  5 1 1 2  -  High  Performance  Computing  -  OTO 

51               0.00              250,000 

0 

0 

250,000 

0.00 

250,000 

0 

0 

250,000 1 

DP  55004  -  4%  PERSONAL  SERVICES  REDUCTION 

5 1             (3.66)           (309,987) 

0 

0 

(309,987) 

(3.66) 

(311,396) 

0 

0 

(311,396), 

Total               0J4         $1,865,013 

$0 

$0 

$1,865,013 

0.34 

$1,863,604 

$0 

$0 

$1,863,604 

DP  5101  -  BRD  Primary  Business  Sector  Training  HB  2  OTO  -  This  general  fund  increase  would  fund  grant  funds  top 
new  and  existing  Montana  businesses  to  train  new  employees.  The  executive  recommends  designating  funding  for  this! 
request  as  one  time  only. 


LFD 
COMMENT 


A  seven  member  Grant  Review  Committee  consisting  of  both  public  and  private  members  review 
applications  and  allocate  funding  through  the  Department  of  Commerce.  This  program  has  been 
funded  in  previous  biennia  as  a  one-time-only  appropriation. 


The  following  information  is  provided  so  that  the  legislature  can  consider  various  performance  measurement  principles 
when  examining  this  proposal.  It  is  submitted  by  the  agency,  with  editing  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

Justification  -  The  Primary  Sector  Business  Training  Program  provides  grant  funds  to  new  and  existing  Montana 
businesses  to  train  new  employees.  This  economic  development  tool  is  a  catalyst  for  creating  new,  good  jobs  in  Montana 
that  pay  benefits.  A  seven  member  Grant  Review  Committee  consisting  of  both  public  and  private  members  review 
applications  and  allocate  funding  through  the  Department  of  Commerce.  Montana  continues  to  struggle  with  low  wages 
and  under-trained  workers. 

The  Primary  Sector  Business  Training  Program  is  needed  to: 

o     Provide  an  essential  incentive  for  new  businesses  to  locate  to  Montana.  State-supported  worker  training 

programs  are  among  the  incentives  most  important  to  expanding  or  relocating  businesses 
o     Provide  existing  businesses  with  essential  support  to  train  new  employees  that  allows  them  to  expand  their 

business  in  Montana  without  needing  to  leave  the  state 
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joals  -  The  Primary  Sector  Business  Training  Program  will  continue  to: 

o     Attract  new  businesses  to  Montana  by  providing  state  support  to  train  new  employees  as  a  major  incentive  to 

relocation 
o     Assist  new  and  existing  businesses  to  create  new  jobs  that  pay  a  minimum  of  the  state  or  county  average  wage 

thereby  raising  wages  across  Montana 

'erformance  Criteria  -  The  following  will  be  tracked  and  reported  to  measure  its  success: 
I     o     The  creation  of  eligible  new  jobs  and  the  hiring  of  employees  for  those  jobs 

o     The  salaries  of  trainees  and  changes  to  salaries  through  the  project 

o      Summaries  of  the  training  program  as  planned  and  as  delivered 

o     Amount  expended  for  each  trainee 

Jsks  -  The  risks  if  the  program  is  not  funded  are: 

o     The  loss  of  an  essential  incentive  for  new  businesses  to  relocate  to  Montana 
'     o     The  loss  of  support  for  a  primary  sector  business  training  program  that  has  already  generated  nearly  3,250  new 
jobs 
o     The  loss  of  a  competitive  recruitment  and  retention  tool  that  almost  all  other  states  employ  and  thereby  placing 
Montana  at  a  significant  competitive  disadvantage  for  expanded  jobs  and  businesses 

!>P  5102  -  BRD  Indian  Country  Economic  Development  HB  2  QTO  -  The  Tribal  Economic  Development  Program 
'rovides  resources  to  existing  and  new  Tribal  businesses  to  expand  operations  and  facilities,  and  train  and  employ  new 
'orkers.  The  Tribal  Economic  Development  Program  assists  by  helping  tribal  members  in  Montana  get  hired  into 
ermanent  full-time  jobs,  start  their  own  businesses,  and  improve  their  economic  circumstance.  Projects  funded  would 
'How  the  Tribal  Governments  over  the  long  term  to  provide  more  employment  opportunities  and  greater  wages  to  their 
itizens.  The  executive  recommends  designating  funding  for  this  request  as  one  time  only. 


:OMMENT 


HB  645  Funding  for  the  201 1  Biennium 


The  2009  Legislature  funded  Indian  country  economic  development  with  general  fund  freed  up  by 
ARRA.    For  the  201 1  biennium,  $1.6  million  was  funded  in  HB  645,  the  appropriations  act  for  the 
LRRA  funds,  for  the  Indian  country  economic  development.  As  such,  there  is  no  base  for  this  function. 


fie  following  information  is  provided  so  that  the  legislature  can  consider  various  performance  measurement  principles 
\hen  examining  this  proposal.  It  is  submitted  by  the  agency,  with  editing  by  LFD  staff  as  necessary  for  brevity  and/or 
-arity. 

Iistification  -  One  of  the  greatest  economic  development  challenges  that  Montana  faces  is  capitalizing  on  or  creating 
jportunities  for  job  creation  and  economic  prosperity  on  Montana's  Indian  Reservations  and  with  non-reservation  tribal 
1  embers. 

Jccording  to  the  2000  census,  there  were  65,945  self  identified  American  Indians  in  Montana,  or  about  7.3%  of  the  total 
"jpulation.  Approximately  37,871  American  Indians,  or  about  57.4%,  lived  on  one  of  the  seven  reservations  in  the  state. 
!!ae  Blackfeet  and  the  Flathead  reservations  were  the  largest,  with  8,665  and  7,853  American  Indian  residents, 
ispectively.  Rocky  Boy's  (2,598)  and  the  Fort  Belknap  (2,805)  reservations  had  the  smallest  number  of  American 
!dians  residents. 

tnerican  Indians  are,  on  average,  much  younger  than  other  Montanans.  The  median  age  for  American  Indians  was  24.1 
jars,  as  compared  for  37.5  years  for  the  total  populations  in  the  state.  The  youngest  American  Indians  were  on  the 
prthem  Cheyenne  and  Rocky  Boy's  reservations,  with  medians  of  20.2  and  20.1  years,  respectively.  The  oldest  were 
i  the  Fort  Peck  Reservation,  where  the  median  age  was  30.2  years.  The  American  Indian  population  will  continue  to 
ow  at  a  faster  rate  than  the  rest  of  Montana. 
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The  median  household  income  for  American  Indians  was  $22,824,  more  than  ten  thousand  dollars  less  than  the  $33,02' 
reported  for  all  Montanan  households. 

Based  upon  the  methodology  used,  the  unemployment  rate  for  reservations  in  Montana  has  historically  ranged  from  1 5°/ 1 
to  30%  using  the  Bureau  of  Labor  Statistics  methodology  and  from  25%  to  75%  using  Bureau  of  Indian  Affair; 
methodology.  Whichever  methodology  is  used,  these  rates  are  astronomically  higher  than  the  rest  of  the  state,  even  in  ai 
economic  downturn. 

Poverty  status  on  the  reservations,  according  to  1999  Census  Bureau  statistics,  estimate  30.6%  of  families  below  th» 
poverty  level  on  reservations  in  Montana.  A  more  recent  2008  survey  of  poverty  in  school  districts  (whose  boundarie 
are  on  the  reservations)  estimate  American  Indian  children  ages  5-17  in  poverty  at: 

o     30.5%  poverty  of  which  76.6%  are  Blackfeet  families 

o     27.5%  poverty  of  which  82.9%  are  Crow  families 

o     21 .2%  poverty  of  which  23.6%  are  Confederated  Salish  &  Kootenai  Tribes  families 

o     28%  of  which  59.8%  are  Fort  Belknap  Indian  Community  families 

o     28.2%  of  which  48%  are  Fort  Peck  Assiniboine  &  Sioux  families 

o     33.5%  of  which  63%  are  Northern  Cheyenne  families 

o     22%  of  which  42.8%  are  Chippewa  Cree  families 

Goals  -  The  Tribal  Economic  Development  Program  will  continue  to: 

o     Assist  tribal  members  in  Montana  get  hired  into  permanent  full-time  jobs,  start  their  own  businesses,  ano 

improve  their  economic  circumstance 
o     Fund  priority  economic  development  projects  identified  by  the  Tribal  Governments  that  will  allow  the  Tribai 

Governments  over  the  long  term  to  provide  more  employment  opportunities  and  greater  wages  to  their  citizens 
o     Fund  individual  private  businesses  that  are  starting-up  or  expanding  with  small  grants  and  technical  assistance 

that  helps  to  develop  the  private  sector  economy  on  the  reservations  in  Montana  and  with  the  Little  Shell  Tribe 
o     Provide  funding  for  entrepreneurial  training  to  tribal  members  so  that  they  have  a  better  chance  of  success  ii 

starting  and  growing  their  own  businesses 

Performance  Criteria  -  The  following  will  be  tracked  and  reported  to  measure  its  success: 

o  Number  of  jobs  created  and/or  retained  as  a  result  of  ICED  investment 

o  Number  of  tribal  member  businesses  created  or  expanded  as  a  result  of  ICED  investment 

o  Number  of  tribal  members  signed  up  and  graduating  from  training  entrepreneurship  training 

o  Amount  of  matching  funds 

o  Leverage  ratio  with  other  funds 

o  Number  of  projects  that  met  or  exceeded  their  proposed  goals 

Risks  -  The  risks  if  the  program  is  not  funded  are: 

o     The  loss  of  support  for  new  business  and  existing  development  on  Montana's  Reservations  that  have  begun  tc 

show  results  in  improving  the  economies  of  tribal  communities 
o     Continuing  issues  with  high  under  employment,  unemployment,  poverty,  and  lack  of  economic  opportunities  or 

Montana's  Reservations 

Milestone  -  Since  the  Montana  Department  of  Commerce  has  been  operating  the  Indian  Country  Economic  Developmeni 
Program  since  2006,  the  key  activities  of  the  program  have  become  well-established.  An  application  process  anc 
guidelines  have  been  developed  and  refined.  The  Grant  Review  Committee  has  been  established  and  has  met  to  adopt 
the  guidelines  and  to  review  and  make  grant  awards.  Contracts  with  the  current  grantees  are  in  place. 

FTE  -  The  work  is  being  performed  by  existing  staff  for  the  Montana  Department  of  Commerce. 


Funding  -  General  fund  is  requested  for  this  program.  The  Indian  Country  Economic  Development  Program  is  design© 
to  promote  progress  in  business  and  employment  opportunities  in  Montana's  reservation  communities.  The  grant  review 
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ommittee  may  award  grants  to  tribal  governments  and  individual  small  business  tribal  members  for  proposals  that  start 
•r  expand  businesses,  assess  business  feasibility  and  needs,  provide  entrepreneurial  and  other  necessary  business 
■aining,  or  other  projects  that  will  have  a  systemic  effect  on  the  economic  development  opportunities  for  a  specified 
nervation.  A  tribal  government  proposal  is  encouraged  to  provide  a  match  of  $1  for  every  $1  awarded.  Match 
lcludes: 

o     Direct  project-related  costs  such  as  new  equipment,  fixed  assets,  and  buildings 
o     In-kind  tribal  government  and  administrative  time  dedicated  to  proposal  development 

o     For  individual  tribal  member  businesses,  the  business  owner  must  provide  a  1:1  match  including  firm  loan 
commitments  and  collateral  (cash  or  in-kind) 

i 

testacies  -  No  obstacles  have  been  identified  as  this  program  has  been  implemented  since  2006. 

>P  5103  -  BRD  Main  Street  Program  HB  2  OTO  -  This  program  helps  communities  strengthen  and  preserve  their 
istoric  downtowns  by  focusing  on  economic  development  through  organization,  design,  and  promotion.  It  also  provides 
owntown  development  and  historic  preservation  technical  assistance  and  expertise  to  communities  of  all  sizes,  based  on 
leir  individual  needs,  without  a  requirement  for  paid  staff. 


-FD 
OMMENT 


HB  645  Funding  for  the  201 1  Biennium 


The  2009  Legislature  funded  the  Montana  Main  Street  Program  with  general  fund  freed  up  from  the 
federal  American  Recovery  and  Reinvestment  Act  of  2009  (ARRA).     For  the  2011   biennium, 

250,000  was  funded  in  HB  645,  the  appropriations  act  for  the  ARRA  funds,  for  the  Montana  Main  Street  Program.  As 

jich,  there  is  no  base  for  this  function. 


fte  following  information  is  provided  so  that  the  legislature  can  consider  various  performance  measurement  principles 
[hen  examining  this  proposal.  It  is  submitted  by  the  agency,  with  editing  by  LFD  staff  as  necessary  for  brevity  and/or 
parity. 

istification  -  The  Montana  Main  Street  program: 
o     Helps  communities  strengthen  and  preserve  their  historic  downtowns  by  focusing  on  economic  development 

through  organization,  design,  and  promotion 
o     Serves  as  a  coordinating  resource  for  communities  seeking  to  revitalize  their  historic  downtown  commercial 

districts 
o     Provides  downtown  development  and  historic  preservation  technical  assistance  and  expertise  to  communities  of 

all  sizes,  based  on  their  individual  needs,  without  a  requirement  for  paid  staff 
o     Provides  networking  and  advocacy  to  local  communities  that  are  interested  in  downtown  renewal 

pals  -  The  Main  Street  program  will: 

o     Make  the  program  more  accessible  by  eliminating  the  requirement  for  paid  staff  and  thereby  provide  the 

downtown  development  and  historic  preservation  services  communities  with  what  they  want  most.  Communities 

of  all  sizes  are  encouraged  to  participate 
o     Apprise  communities  of  funding  opportunities  through  the  Department  of  Commerce,  other  state  and  federal 

agencies,  and  from  private  sources 
o     Measure  success  by  tracking  and  reporting  annual  net  job  gains  and  losses;  net  gains  in  new  businesses;  and,  the 

dollar  value  of  all  private  and  public  investment  spent  on  new  construction  in  the  downtown,  building 

rehabilitation  projects,  and  public  improvements 
o     Track  the  number  and  dollar  value  of  annual  volunteer  hours  in  each  community  donated 

sks  -  The  risks  if  the  program  is  not  funded  are: 
o     Fewer  independently  owned  businesses  and  fewer  employees 
o     Lower  tax  base  for  municipal  governments 
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O 
o 


o 
o 


Decreased  property  values  in  the  downtown  areas 

Decreased  ability  of  local  residents  to  maintain  their  community's  historic  integrity  and  residents'  sense  of  plad 

and  belonging 

Decreased  ability  of  small  communities  to  build  capacity  for  economic  development 

Small  communities  may  not  be  able  to  afford  to  pay  for  the  technical  services  that  main  street  communitie 

currently  receive 

Lower  ability  to  network  about  downtown  renewal  issues  with  peers  statewide 


DP  5 1 1 2  -  High  Performance  Computing  -  OTO  -  This  request  is  for  general  fund  in  each  year  to  provide  operation* 
support  to  high  performance  computing.  The  Governor  recommends  designating  funding  for  this  request  as  one  tirn 
only. 


LFD 
COMMENT 


Startup  Costs  Funded  in  HB  645  for  the  201 1  Biennium 


The  2009  Legislature  included  $2.0  million  freed  up  general  fund  to  subsidize  the  startup  costs  forth 
high  performance  computing  center  located  in  Butte.  Since  these  funds  were  in  HB  645,  they  are  nc 
in  the  base.  This  request  is  for  operating  support  for  the  center. 


DP  55004  -  4%  Personal  Services  Reduction  -  The  Governor  has  included  a  4%  reduction  in  general  fund  persons 
services  budgets  as  a  part  of  his  budget  recommendations.  This  request  reduces  the  Business  Resources  Division  b 
$309,987  in  FY  2012  and  $311,396  in  FY  2013  to  implement  the  budget  reduction.  The  reduction  includes  th| 
elimination  of  3.66  FTE.  This  would  eliminate  the  Regional  Development  Program. 


LFD 
COMMENT 


5%  Reduction  Plan  Item 

This  request  is  one  of  two  items  included  in  the  5%  reduction  plan  for  this  agency.  For  a  summary  c 
all  5%  plan  items  identified  for  the  agency  refer  to  the  "5%  Reduction  Plan"  table  in  the  agenc 


summary  section. 
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'rogram  Budget  Comparison 

'he  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
onding. 


•fogram  Budget  Comparison 
udget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

Iperating  Expenses 
Total  Costs 

621,696 

750,000 

779,308 

750,000 

1,371,696 

1,529,308 

157,612 

11.49% 

$621,696 

$750,000 

$779,308 

$750,000 

$1371,696 

$1329308 

$157,612 

11.49% 

'ate  Special 

621,696 

750,000 

779,308 

750,000 

1,371,696 

1,529,308 

157,612 

11.49% 

Total  Funds 

$621,696 

$750,000 

$779 .308 

$750,000 

$1371,696 

$1329,308 

$157,612 

11.49% 

rogram  Description 

fission:  To  strengthen  Montana's  economy  through  the  promotion  of  the  state  as  a  vacation  destination  and  film 
jcation;  by  maximizing  the  combined  talents  and  abilities  of  its  staff:  and  with  guidance  from  the  Governor's  Tourism 
Ldvisory  Council,  the  Montana  Promotion  Division  strives  to  promote  a  quality  experience  to  visitors  while  encouraging 
reservation  of  Montana's  environment  and  quality  of  life. 

dhe  Montana  Promotion  Division  functions  to  increase  visitor  travel,  visitor  expenditures,  and  film  production  in  the 
4ate.  This  is  accomplished  through  various  marketing  efforts,  networking  with  the  state's  public  and  private  sector 
mrism  and  recreation  industry  and  agencies,  and  providing  education  and  development  assistance.  The  division  works 
l  project  a  positive  image  of  the  state  through  consumer  advertising,  electronic  marketing,  public  relations  efforts, 
iternational  and  domestic  group  travel  marketing,  printing  and  distribution  of  literature,  assisting  in  the  development  of 
'urism  infrastructure,  and  marketing  to  motion  picture  and  television  production  companies.  The  division  provides 
laining  and  assistance  to  the  Montana  tourism  industry,  administers  and  distributes  infrastructure  grants,  and  oversees 
^cpenditures  of  six  regional  non-profit  corporations  and  the  eleven  qualified  convention  and  visitors  bureaus. 


Montana  Promotion  Division  responsibilities  are  mandated  primarily  in  Title  15,  Chapter  65,  and  Title  2,  Chapter  15, 
CA. 

rogram  Highlights 


Montana  Promotion  Division 
Major  Budget  Highlights 


♦  95.8%  of  the  Montana  Promotion  Division  budget,  including  28.5  FTE,  is 
supported  by  statutory  appropriations 

♦  The  increase  of  11.5%  from  the  2011  biennium  to  the  2013  biennium  is  due 
to  statewide  present  law  adjustments  and  an  increase  in  private  funds 


rogram  Narrative 

jte  Montana  Promotion  Division  budget  increases  by  1 1.5%  when  compared  to  the  201 1  biennium  due  to  a  request  to 
(:rease  private  funds  to  the  prior  appropriated  level  of  $750,000.  $0.28  million  in  state  special  revenue  funds  is 
quested  for  national  advertising  over  the  biennium.  Adjustments  related  to  audit  costs  in  FY  2012  are  also  added. 

o  Reduction  Plan 

itute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 

lowing  summarizes  the  plan  submitted  for  this  program. 
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The  department  included  in  its  plan  a  reduction  in  the  private  funds  matched  by  the  state  for  targeted  advertising 
campaigns  by  $162,748  each  year  ($325,496  over  the  biennium),  which  is  a  27%  reduction  from  base  expenditures.  This 
reduction  is  not  included  in  the  executive  budget. 

DP  5208  below  would  increase  the  base  appropriation  by  $139,825  each  year  for  a  total  appropriation  of  $750,000  each 
year.  If  both  the  5%  plan  reduction  and  this  DP  are  approved  by  the  legislature,  the  total  appropriation  would  be 
$587,252  each  year. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Montana  Promotion  Division 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000    Total  State  Special  Funds 

02116  Accommodation  Tax  Account 
02154  Mt  Promotion-Private 

Grand  Total 

$ 

621,696 

11,774 

609,922 

621.696 

100.0%     $          779,308 

1.9%                 29,308 

98.1%               750,000 

100.0%     %          779.308 

100.0% 

3.8% 

96.2% 

100.0% 

$         750,000 

750,000 
S          750.000 

100.0% 

100.0% 
1000% 

The  Montana  Promotion  Division  is  funded  entirely  by  state  special  revenues.  The  funding  table  above  denotes  that 
portion  of  the  total  division  funding  that  is  appropriated  in  HB  2.  Of  these  funds,  $750,000  annually  is  from  private 
contributions  to  joint  private/state  targeted  advertising  campaigns.  The  remaining  funding  is  appropriated  from  a  portion 
of  the  4%  Montana  lodging  facility  use  tax  "remaining  after  statutory  deductions",  and  the  only  portion  of  these  funded 
in  HB  2  is  requested  in  the  first  year  of  the  biennium  for  legislative  audit  costs. 

The  portion  of  the  division's  budget  that  is  considered  by  the  legislature  in  HB  2  is  approximately  4.25%  of  the 
division's  total  budget  for  the  2013  biennium.  The  remaining  $34.5  million  biennium  budget  is  funded  by  the  statutorily 
appropriated  lodging  facility  use  tax.  The  following  brief  description  of  how  these  funds  are  apportioned  to  the  Montana 
Promotion  Division  is  for  informational  purposes  so  that  the  division's  entire  funding  can  be  clearly  understood. 

Montana  has  a  7%  tax  on  lodging  facilities  in  the  state.  The  total  tax  is  divided  into  two  parts: 

o     The  1987  Legislature  enacted  a  4%  lodging  facility  use  tax.  This  tax  equals  4%  of  the  rate  charged  on 

accommodations  and  is  collected  from  customers  of  the  facility  upon  payment.  The  tax  can  only  be  based  on  the 

fees  charged  for  lodging  and  cannot  include  the  costs  for  meals,  transportation,  entertainment,  or  any  other 

similar  charges.  The  revenues  are  distributed  as  discussed  below, 
o     The  2003  Legislature  enacted  a  3%  lodging  sales  &  use  tax.  This  tax,  imposed  for  the  "privilege  of  using 

property  or  services  within  this  state",  is  equal  to  3%  of  the  rate  charged  on  accommodations.  All  revenues  are 

deposited  to  the  general  fund. 

Pursuant  to  the  statement  of  intent  provided  by  the  legislature  when  it  enacted  the  4%  lodging  facility  use  tax,  all 
proceeds  are  to  be  dedicated  to  the  promotion  of  Montana's  travel  and  tourism  industries.  Of  the  total  collections, 
$400,000  is  allocated  to  the  Montana  heritage  preservation  and  development  account  for  the  purpose  of  purchasing, 
restoring,  and  maintaining  historically  significant  properties  in  Montana  that  are  in  need  of  preservation.  Additionally, 
state  funds  are  reimbursed  for  any  lodging  facility  use  tax  paid  by  state  employees  while  on  official  business,  and  the 
Department  of  Revenue  is  allowed  to  keep  an  amount  based  on  costs  of  collecting  and  disbursing  the  proceeds  from  the 
tax  (approximately  1%  of  collections).  The  remaining  tax  proceeds  are  statutorily  allocated  as  follows: 

o     67.5%  to  the  Department  of  Commerce  for  promotion  and  tourism 

o     22.5%  to  be  distributed  by  the  Department  of  Commerce  to  regional  nonprofit  tourism  corporations  as  defined  in 
15-65-101(6),  MCA 
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o     6.5%  to  the  Department  of  Fish,  Wildlife,  and  Parks  for  maintenance  of  facilities  in  state  parks  that  have  both 

resident  and  nonresident  use 
o     2.5%  to  the  Commissioner  of  Higher  Education  for  operation  of  the  institute  for  Tourism  and  Recreation 
Research  at  the  University  of  Montana 

o      1%  to  the  Montana  Historical  Society  to  be  used  for  the  installation  or  maintenance  of  roadside  historical  signs 

and  historic  sites 


Revenue  estimates  for  the  67.5%  are  $25. 1  million  over  the  biennium.  Revenue  estimates  for  the  22.5%  are  $8.4  million 
ver  the  biennium.    Allocations  from  the  statutory  appropriations  are  used  by  the  department  to  operate  the  Montana 

.'romotion  Division  and  to  provide  grants  to  regional  nonprofit  tourism  corporations.  The  division  uses  this  funding  in 
ddition  to  the  state  special  revenue  appropriated  in  HB  2  to  promote  the  travel  and  tourism  industry  in  Montana. 

"he  following  table  shows  the  proposed  statutory  appropriation  uses  for  the  division  in  the  2013  biennium. 


Montana  Promotion  Division 

2013  Biennium  Proposed  Uses  of  Statutory  Appropriations 

Actual 

Budgeted 

Budgeted 

Account  Name 

FY  2010 

FY  2012 

FY  2013 

FTE 

28.50 

28.50 

28.50 

61000  Personal  Services 

$1,695,306 

$1,741,431 

$1,722,545 

62000  Operating  Expenses 

10,344,220 

10,579,319 

10,329,055 

63000  Equipment  &  Intangible 

Assets 

22,063 

1 14,763 

58,863 

65000  Local  Assistance 

3,909,131 

3,928,255 

3,928,255 

66000  Grants 

555,230 

555,230 

555,230 

68000  Transfers 
Total  Costs: 
Funding  Source 

468.611 
$16. 994.561 

468.611 
$17,387,609 

468,61 1 

$17,062,559 

02116  Accommodation  Tax  Account 

13,000,212 

13,393,085 

13,068,035 

02254  Regional  Accommodation  Tax 

3,928,080 

3,928,255 

3,928,255 

02271  L&C  Bicentennial  Plate  Fund 
Total  Revenue: 

66.269 

$16,994,561 

66.269 

$17,387,609 

66.269 

$17,062,559 

s  proposed  by  the  division,  costs  exceeds  estimated  revenues  by  about  $1 .0  million.  However,  the  state  special  revenue 
;nd  for  this  purpose  had  an  ending  fund  balance  of  $2.7  million  in  FY  2010.   The  fund  balances  allows  the  division  to 
cur  costs  above  the  revenues  for  this  statutory  appropriation  in  the  2013  biennium. 


aew  or  increased  costs  in  the  2013  biennium  include: 

o     $0.35  million  for  an  online  application  to  allow  Montana  businesses  to  update  part  of  their  records 

o     $0.1  million  for  increased  administrative  costs  including  overtime,  consulting  and  professional  services,  and 

indirect  costs 
o     $0.1  million  for  server  replacements 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


621,696 

17,787 

1 39,825 

0 

$779308 


621,696 

(11,521) 

139,825 

0 

$750,000 


1,243,392 

6,266 

279,650 

0 

$1,529,308 


81.30%?: 
0.41%: 

18.29%!! 
0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive'  I 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.    Decisions  on  thest 
items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                   Fund 

-al'W 

FTE 



General 
Fund 

"iscal2013 - 

:; 

State 

Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total    jj 
Funds 

Inflation/Deflation 
Fixed  Costs 

253 
17,534 

2.' 
(11,771 

Total  Statewide  Present  Law  Adjustments 

$0 

$17,787 

$0 

$17,787 

$0 

($11321) 

$0 

($1L52  1 

DP  5208  -  MPD  PRIVATE  FUNDS  &  AUDIT  ADJUSTMENTS  HB 
0.00                       0             139,825 

2 

0 

139,825 

0.00 

0 

139,825 

0 

139,8^ 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$139,825 

$0 

$139,825 

0.00 

$0 

$139,825 

$0 

$139,82 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$157,612 

$0 

$157,612 

0.00 

$0 

$128304 

$0 

$12830 

DP  5208  -  MPD  Private  Funds  &  Audit  Adjustments  HB  2  -  The  executive 

proposes 

to  adjust 

Montana  Promotior 

Division  the  HB  2  private  funds  appropriation  to  $750,000  for  each  year  of  the  biennium.   This  proposal  continues  the 
historically  established  trend. 
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'rogram  Budget  Comparison 

fhe  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
unding. 


rogram  Budget  Comparison 

Base 

Approp. 

Budget 

Budget 

Biennium 

Biennium 

Biennium 

Biennium 

udget  Item 

Fiscal  2010 

Fiscal 

2011 

Fiscal  2012 

Fiscal  2013 

Fiscal  10 

-i  1 

Fiscal  12-13 

Change 

%  Change 

TE 

0.00 

0.00 

5.00 

5.00 

0.00 

5.00 

5.00 

n/a 

ersonal  Services 

0 

0 

332,164 

332,393 

0 

664,557 

664,557 

n/a 

'Derating  Expenses 

0 

0 

122,836 

122,607 

0 

245,443 

245,443 

n/a 

Total  Costs 

$0 

$0 

$455,000 

$455,000 

$0 

$910,000 

$910,000 

n/a 

eneral  Fund 

0 

0 

455,000 

455,000 

0 

910,000 

910,000 

n/a 

Total  Funds 

so 

$0 

$455,000 

$455,000 

$0 

$910,000 

$910,000 

a/a 

'rogram  Description 

"he  Energy  Promotion  and  Development  Division  (EPDD)  works  directly  with  private  industry,  local  and  regional 
conomic  development  organizations,  and  state,  federal,  and  tribal  governments  to  facilitate,  promote,  and  develop  clean 
'nd  green  energy  projects  throughout  Montana. 

J'rogram  Highlights 


undi 


Energy  Promotion  and  Development 
Major  Budget  Highlights 


This  division  was  funded  with  one-time-only  funds  in  the  2009  and  2011 
biennia  and  the  Governor  is  proposing  to  permanentiy  fund  the  division 


Major  LFD  Issues 


♦     The  issue  for  the  legislature  is  whether  the  program  should  be  a  part  of  state 
government 


nding 

he  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
e  Governor. 


Program  Funding  Table 

Energy  Promotion  &  Dev  Division 

Program  Funding 

Base                 Budget 
FY2010               FY2012 

%  of  Budget 
FY  2012 

Budget 

FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 
Grand   Total 

$                     -     $          455,000 
455,000 

100.0% 
100.0% 
100.0% 

S          455,000 

455,000 

$          455,000 

100.0% 
100.0% 

100.0% 

-     $          455,000 

le  program  is  entirely  funded  with  general  fund. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds— 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 

7,265 

0 

447,735 

$455,000 


0 

7,057 

0 

447,943 

$455,000 


0 

14,322 

0 

895,678 

$910,000 


0.00% 

1.57% 

0.00% 

98.43% 


0 

7,265 

0 

447,735 

$455,000 


0 

7,057 

0 

447,943 

$455,000 


0 

14,322 

0 

895,678 

$910,000 


0.00% 
1.57% 
0.00%  ' 
98.43% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  thest 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrativt 
descriptions. 


Present  Law  Adjustments 

Fiscal  2012- 

General                State 
FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 

Fiscal  2013    -   — 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds   ! 

Fixed  Costs 

7,265 

7.0 

Total  Statewide  Present  Law  Adjustments 

$7,265 

$0 

$0 

$7,265 

$7,057 

$0 

$0 

$7,0i 

Grand  Total  All  Present  Law  Adjustments 

0.00               $7,265 

$0 

$0 

$7,265 

0.00 

$7,057 

$0 

$0 

$7,0 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Total 
Funds 

FTE 

General 
Fund 

Fiscal  201 3 

State 
Special 

Federal 
Special 



Total 
Funds 

General                State                Federal 
Program               FTE                  Fund               Special              Special 

DP  55001  -  ENERGY  PROMOTION  AND  DEVELOPMENT  HB  2 

55               5.00              447,735                        0                        0 

Total               5.00            $447,735                      $0                      $0 

447,735 
$447,735 

5.00 
5.00 

447,943 
$447,943 

0 
$0 

0 
$0 

447,945*. 
$447,943 

DP  55001  -  Energy  Promotion  and  Development  HB  2  -  The  executive  is  requesting  funds  to  establish  EPDD  as  < 
permanent  program  of  state  government.  The  program  has  been  funded  with  one-time-only  monies  since  its  inception  i 
2007.  This  request  includes  5.00  FTE. 


LFD 
ISSUE 


Do  Program  Outcomes  Warrant  Ongoing  Funding? 


As  stated,  this  division  has  been  funded  on  a  one-time-only  basis  for  the  last  two  biennia.    In  the  200S 
biennium,  it  was  funded  from  both  HB  2  and  with  general  fund  available  due  to  the  provision  of  federa1 
stimulus  funds.  In  total,  the  division  received  $917,460  general  fund  over  the  biennium. 
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SSUE  CONT. 


Total  general  fund  expenditures  in  FY  2010  were  $404,317,  with  additional  funding  of  $21,432 
from  federal  sources  and  $30,854  from  the  National  Governor's  Association.  The  Governor  is 
proposing  $910,000  in  the  2013  biennium,  with  no  one-time-only  designation. 


ne  way  to  determine  if  this  program  should  be  provided  ongoing  funding  is  to  examine  the  outcomes  as  reported  by  the 
-ogram.  As  part  of  the  Legislative  Finance  Committee's  performance  measurement  project  the  goals  and  objectives  of 
lis  program  were  monitored  during  the  interim.  The  program  provided  a  report  detailing  its  involvement  in  three  major 
i-ojects.  The  report  is  inserted  below  for  the  legislature's  review. 

tontana  Alberta  Tie  Line  (MATL) 

IATL  is  a  230  kV  transmission  line  with  a  capacity  of  600  MW.  The  line's  capacity  is  contracted  to  wind  farms  and 
"aturener's  construction  of  its  Rim  Wind  Farm  will  occur  simultaneously  with  the  construction  of  the  transmission  line, 
he  project  has  all  permits  in  hand,  financing  is  in  place  and  construction  of  the  Marias  Substation  the  formal  ground 
peaking  /  first  transmission  pole  placement  took  place  on  September  15,  2010.  It  will  be  the  first  "merchant" 
knsmission  line  developed  in  the  Western  Interconnection.  MATL  is  one  of  EPDD's  greatest  successes.  MATL 
fficials  agree  that  this  project  came  together  under  EPDD  leadership. 

he  following  table  provides  estimates  of  the  immense  positive  economic  impact  from  construction  of  the  MATL  line: 


MATL 

Total  Investment 

Construction 
Jobs 

Permanent  Jobs 

Annual  Property 
taxes 

230  kV 

$110  million 

55 

10 

$730,000 

)tential  wind  farm  development  resulting  from  construction  of  MATL  will  provide  the  following  economic  benefits: 


MATL 

Associated  Wind 
Farms 

Total  Investment 

Construction 
Jobs 

Permanent  Jobs 

Annual  Property 
taxes 

300  -  800  MW 

$675  million  - 
$1.8  billion 

530  -1400 

25-80 

$2.3  -  $8.0 
million 

eystone  XL  Pipeline 


lis  36"oil  pipeline  will  cross  281  miles  of  Montana,  is  in  permitting  and  could  be  under  construction  by  2010.  _EPDD 
Is  worked  closely  with  TransCanada  on  this  major  project  particularly  during  the  permitting  scoping  process  as  well  as 
rilitating  meetings  to  explore  the  possibility  of  providing  a  Montana  interconnection  to  the  pipeline.  TransCanada 
"nounced  on  September  13,  2010  the  commencement  of  an  "open  season"  to  obtain  binding  commitments  for 
:erconnection  capacity  from  area  oil  producers. 


Keystone  XL 
Pipeline 

Total  Investment 

Construction 
Jobs 

Permanent  Jobs 

Annual  Property 
taxes 

36"  Pipeline 

$1  billion 

790 

10 

$60  million 

ountain  States  Transmission  Intertie  (TVISTD 

'^rthWestern  Energy  (NWE)  proposes  to  construct,  operate  and  maintain  the  Mountain  States  Transmission  Intertie 
ifSTI)  500  kilovolt  (kV)  transmission  line  to  address  the  requests  for  transmission  service  from  customers  and  to 
ieve  constraints  on  the  high-voltage  transmission  system  in  the  region.  The  transmission  line  would  begin  at  the  new 
■wnsend  Substation,  which  would  be  constructed  in  southwestern  Montana  about  five  miles  south  of  the  town  of 
wnsend.  EPDD  has  worked  promoting  MSTI  to  West  Coast  Utilities,  on  siting  issues,  participated  in  public  meetings 
i  is  developing  the  Montana  Transmission  Scenario  of  which  the  MSTI  project  is  an  important  component. 
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LFD 

ISSUE  CONT. 


There  are  a  few  issues  to  consider  with  this  report: 


MSTI 

Transmission 

Line 

Total  Investment 

Construction 
Jobs 

Permanent  Jobs 

Annual  Property 
taxes 

500  kV 

$600  million 

336 

42 

$12 -$37  million 

1 .  How  does  the  legislature  wish  to  define  success  of  this  program?  The  program  claims  that  it  is  an  integral  part  of 
energy  development  via  the  calculation  of  potential  jobs,  investments,  and  property  taxes.  How  does  this  type  of 
information  translate  to  success?  And  under  that  definition,  would  this  program  be  successful? 

2.  The  projects  highlighted  may  have  been  aided  by  EPDD,  but  success  of  these  projects  cannot  be  tied  to  EPDD. 
For  example,  EPDD  may  have  aided  MATL's  progress,  but  MATL  had  been  in  development  long  before  the 
creation  of  EPDD.  In  addition,  the  two  other  projects  listed  both  have  issues  in  court  and  permitting  issues.' 
MSTI  was  recently  court  ordered  to  have  the  permitting  redone  based  on  issues  raised  from  the  agricultural 
community.  Do  these  interactions  with  the  court  system  indicate  that  EPDD  was  not  effective  in  getting  the  job' 
done?  How  are  delays  in  project  development  accounted  for  in  outcomes? 

3.  The  program  provides  an  advocacy  role  in  that  they  aid  developers  with  getting  through  a  state  regulated  process 
to  get  an  energy  project  built  and  producing.  Would  this  function  be  better  managed  through  industry  rather  than 
a  state  funded  process?  Should  the  state  continue  to  bear  the  cost  to  navigate  the  system  to  potentially  bring 
large  projects  to  Montana? 

The  executive  is  requesting  that  this  become  a  permanently  funded  program  of  the  state.  The  question  for  the  legislature 
is  whether  the  outcomes  of  this  program  are  adequate,  what  the  legislature  intended,  and  beneficial  to  the  state.  If  the 
legislature  chooses  to  continue  to  fund  this  program,  the  legislature  could  maintain  the  funding  as  one-time-only  and 
direct  the  program  to  provide  the  legislature  with  goals  and  objectives  that  can  be  measured  in  the  short  term  as  well  as 
the  long  term. 
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'rogram  Budget  Comparison 

"he  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
Hiding. 


ogram  Budget  Comparison 
udget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

iPE 

16.00 

16.00 

16.00 

16.00 

16.00 

16.00 

0.00 

0.00% 

.■rsonal  Services 
perating  Expenses 
rants 

997,112 

399,737 

6,704,975 

1,026,982 

569,346 

9,490,454 

1,046,881 

515,804 

8,404,975 

1,048,316 

507,683 

8,404,975 

2,024,094 

969,083 

16,195,429 

2,095,197 

1,023,487 

16,809,950 

71,103 

54,404 

614,521 

3.51% 
5.61% 
3.79% 

Total  Costs 

$8,101,824 

$11,086,782 

$9,967,660 

$9,960,974 

$19,188,606 

$19,928,634 

$740,028 

3.86% 

eneral  Fund 
ate  Special 
jxieral  Special 

530,150 
3,085,910 
4,485,764 

538,951 
2,642,098 
7,905,733 

522,958 
3,958,412 
5,486,290 

520,833 
3,956,352 
5,483,789 

1,069,101 

5,728,008 

12,391,497 

1,043,791 

7,914,764 

10,970,079 

(25,310) 

2,186,756 

(1,421,418) 

(2.37%) 

38.18% 

(11.47%) 

Total  Funds 

$8,101,824 

$11,086,782 

$9,967,660 

$9,960,974 

$19,188,606 

$19,928,634 

$740,028 

3.86% 

rogram  Description 

he  missions  of  the  Community  Development  Division  (CDD)  are  set  forth  in  Title  90,  Chapters  1  and  6,  MCA.  CDD  is 
Winded  primarily  through  federal  funds  and  state-special  revenue  grant  programs  with  additional  direct  appropriations 


rovided  in  HB  2. 


he  division  administers  four  programs  directly: 

o     Community  Development  Block  Grant  Program  (CDBG) 

o     Community  Technical  Assistance  Program  (CTAP) 

o     Neighborhood  Stabilization  Program  (NSP  -  Budget  Amendment) 

o     Treasure  State  Endowment  Program  (TSEP) 

jwo  citizen  boards,  appointed  by  the  Governor,  are  attached  to  the  division  for  administrative  purposes.  The  division 
|-ovides  office  facilities,  staff,  and  administrative  support  for  the: 

o     Montana  Coal  Board 
I    o     Montana  Hard  Rock  Mining  Impact  Board 

i 

he  six  programs  provide  both  financial  and  technical  assistance  to  Montana  communities,  local  elected  officials  and 
jaff,  nonprofit  organizations,  private  sector  developers  and  consultants,  state  and  federally-recognized  Indian  Tribes, 
id  private  citizens.  Other  assisted  entities  include  local  planning  boards  and  zoning  commissions,  community 
welopment  corporations,  human  resource  development  councils,  water  and  sewer  districts,  fire  departments,  and 
iusing  authorities. 

rogram  Highlights 


D  Budget  Analysis 


Community  Devejopment  Division 
Major  Budget  Highlights 


♦  Funding  for  the  division  increases  3.9%  or  $740,000  between  the  two  biennia 
primarily  due  to  a  request  for  $  1 .4  million  for  coal  board  grants 

♦  Increases  in  state  special  revenue  are  partially  offset  by  decreases  in  federal 
funds  and  a  small  decrease  in  general  fund  support 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  h 
the  Governor. 


Program  Funding  Table 

Community 

Development  Di\ 

is  ion 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000   Total  General  Fund 

$          530,150 

6.5% 

$ 

522,958 

5.2%     $ 

520,833 

5.2% 

01 100  General  Fund 

530,150 

6.5% 

522,958 

5.2% 

520,833 

5.2% 

02000    Total  State  Special  Funds 

3,085,910 

38.1% 

3,958,412 

39.7% 

3,956,352 

39.7% 

02049  Hard  Rock  Mining 

90,597 

1.1% 

193,304 

1.9% 

194,928 

2.0% 

02270  Treasure  State  Endowment 

503,615 

6.2% 

564,944 

5.7% 

562,078 

5.6% 

02445  Coal  Board 

2,491,698 

30.8% 

3,200,164 

32.1% 

3,199,346 

32.1% 

03000   Total  Federal  Special  Funds 

4,485,764 

55.4% 

5,486,290 

55.0% 

5,483,789 

55.1% 

03059  Community  Development  Block 

4.485.764 

55.4% 

5.486.290 

55.0% 

5,483,789 

55.1% 

Grand   Total 

S       8.101.824 

100.0% 

5 

9.967.660 

100.0%     $ 

9.960.974 

100.0% 



The  program  is  funded  by  a  combination  of  general  fund,  state  special  revenue,  and  federal  special  revenue. 

Federal  special  revenue  is  the  program's  largest  funding  component  (55.1%)  and  includes  the  federal  Community 
Development  Block  Grant  (CDBG).  The  CDBG  funds  support  local  economic  development,  public  facilities  projects 
housing  and  neighborhood  renewal,  and  grant  proposal  planning  assistance. 


State  special  revenue  funding  comprises  39.7%  of  the  total  funding  and  is  dominated  by  grant  funding  for  Coal  Boarc1 
programs  that  fund  a  variety  of  local  governmental  economic  and  quality  of  life  initiatives.  The  Coal  Board  accoun 
receives  revenue  from  a  2.9%  allocation  from  the  coal  severance  tax  and  an  allocation  from  oil  and  gas  production  taxes 
The  Treasure  State  Endowment  Program  is  funded  by  interest  earnings  from  the  treasure  state  endowment  fund,  a  sub- 
fund  within  the  coal  tax  trust  fund.  Fifty  percent  of  the  coal  severance  taxes  that  go  into  the  coal  tax  trust  fund  are  to  bt 
transferred  to  the  treasure  state  endowment  fund  for  a  23-year  period,  which  began  in  1993. 


LFD 
COMMENT 


The  executive  is  recommending  that  treasure  state  endowment  grants  be  suspended  in  the  201; 
biennium  and  the  funding  diverted  to  other  uses.  For  a  complete  discussion,  please  see  Section  F  o: 
2013  biennium  LFD  budget  analysis. 


General  fund  comprises  5.2%  of  the  total  funding.  Along  with  a  component  of  state  special  revenue,  the  general  func 
supports  the  remaining  administrative  and  operational  costs  of  the  program.  The  required  state  matching  funds  for  th« 
federal  CDBG  are  provided  by  the  general  fund  as  well. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


530,150 

(7,511) 

319 

0 

S522,958 


530,150 

(8,628) 

(689) 

0 

$520,833 


1,060,300 

(16,139) 

(370) 

0 

$1,043,791 


101.58% 

(1.55%) 

(0.04%) 

0.00% 


8,101,824 

43,608 

1,822,228 

0 

$9,967,660 


8,101,824 

39,185 

1,819,965 

0 


16,203,648 

82,793 

3,642,193 

0 


81.31% 

0.42% 

18.28% 

0  00% 


$9,960,974        $19,928,634 
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'resent  Law  Adjustments 

fhe  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
.ems  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
escriptions. 


resent  Law  Adjustments 

Fis<">' 

General 
FTE                  Fund 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

;rsonal  Services 

87,022 

88,516 

acancy  Savings 
ilation/Deflation 
xed  Costs 

(43,324) 

(1,437) 

1,347 

(43,383) 
(1,397) 
(4,551) 

Total  Statewide  Present  Law  Adjustments 

($74H) 

$52,224 

($1,105) 

$43,608 

($8,628) 

$50,175 

($2,362) 

$39,185 

P  6008  -  CDD  ADMINISTRATIVE  COSTS  ADJUSTMENTS  HB  2 

0.00                   319            820,278 
P  6009  -  CDD  FEDERAL  GRANTS  ADJUSTMENTS  HB  2 

1,631 

822,228 

0.00 

(689) 

820,267 

387 

819,965 

0.00                        0 

0 

1,000,000 

1,000,000 

0.00 

0 

0 

1,000,000 

1,000,000 

Total  Other  Present  Law  Adjustments 

0.00                  $319 

$820,278 

$1,001,631 

$1,822,228 

0.00 

($689) 

$820,267 

$1,000387 

$1,819,965 

i      Grand  Total  All  Present  Law  Adjustments 
0.00             ($7,192) 

$872,502 

$1,000,526 

Sl.865,836 

0.00 

($9,317) 

$870,442 

$998,025 

$1,859,150 

rogram  Personal  Services  Narrative 

.he  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
itamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
arity. 
o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  The  program  does  not  anticipate  difficulties  attracting  and  retaining  qualified 
I  workers  to  achieve  its  mission. 

o     Vacancy  -  Programs  within  the  Community  Development  Division  do  not  have  high  turnover  rates.   Managers 
work  with  employees  when  challenges  arise  to  ensure  program  work  is  completed  and  employees  have  needed 
flexibility.  Programs  and  staff  have  increased  workloads  during  periods  when  a  position  becomes  vacant.    On 
occasion  temporary  staff  is  hired  to  fill  in. 
o     Legislatively  Applied  Vacancy  Savings  -  Vacant  program  positions  were  held  open  and  the  division  shifted 

funding  from  other  operational  areas  as  necessary, 
o     Pay/Position  Changes  -  The  division  made  the  following  pay  adjustments  funded  by  the  personal  services 

budget:  one  strategic  (administrative  specialist),  one  end  of  temporary  promotion  (division  administrator), 
o     Retirements  -  The  division  has  six  employees  eligible  for  retirement  with  an  estimated  liability  of  $74,500.  The 
division  works  as  a  team  both  within  and  across  programs.    A  variety  of  employees  are  poised  to  take  on 
advanced  positions  both  laterally  across  programs  or  within  each  programs  as  necessary  to  rninimize  disruption 
to  program  operations. 

P  6008  -  CDD  Administrative  Costs  Adjustments  HB  2  -  This  decision  package  includes  funding  for  per  diem  for  the 
ird  Rock  Mining  Impact  Board  and  Coal  Board,  the  maintenance  of  a  reserve  account  for  the  Hard  Rock  Mining 
\pact  Board,  rent,  minor  equipment,  local  impact  grants  for  the  Coal  Board,  and  authority  to  disperse  funds  to  the 
junties  from  the  hard-rock  mining  impact  trust  account.  The  majority  of  the  funding  requested  in  this  decision  package 
'.1700,000  per  year)  is  requested  as  a  biennial  appropriation  and  supports  state  special  revenue  grants  through  the  Coal 
Lard. 

'.  ?  6009  -  CDD  Federal  Grantes  Adjustments  HB  2  -  This  decision  package  requests  increased  federal  funding  to  adjust 


jpropriations  to  the  level  of  funding  the  division  anticipates  will  be  available  for  the  2013  biennium. 
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Proprietary  Rates 

Facility  Finance  Authority  (Funds  06012  and  06015) 

Mission:  To  develop  and  maintain  statewide  financing  programs  which  provide  for  and  maintain  access  to  the  broades 
range  of  low-cost  capital  financings  for  eligible  non-profit  private  and  public  institutions  as  well  as  for-profit  smal 
manufacturing  facilities.  Facility  Finance  Authority  (MFFA)  financing  programs  will  promote  affordable  access  to  anc 
availability  of  goods  and  services  for  the  consumer. 

The  MFFA  was  created  by  the  1983  Legislature  to  assist  health  care  and  related  facilities  in  containing  future  health  car< 
costs  by  offering  debt  financing  or  refinancing  at  low-cost,  tax-exempt  interest  rates  for  buildings  and  capital  equipment 
The  legislature  extended  eligible  facilities  to  include  community  pre-release  centers  and  for-profit  manufacturing 
facilities.  Cost  savings  are  shared  with  consumers  in  the  form  of  lower  fees. 

The  ability  to  issue  Industrial  Development  Revenue  Bonds  for  small  manufacturing  facilities  was  added  in  the  61s 
Legislative  Session,  effective  July  1,  2009. 

The  MFFA  is  primarily  mandated  in  Title  90,  Chapter  7  and  Title  2,  Chapter  15,  MCA. 

Proprietary  Proposed  Budget 

The  2013  biennium  report  on  internal  service  and  enterprise  funds  for  fund  06012  and  06015  Healthcare  Financing 
Authority  loan  program  and  Facility  Finance  Authority,  shows  the  financial  information  for  the  fund  from  FY  20 1C 
through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited  and  reconfigured  the 
figure  for  clarity. 


L 
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20 1 3  Biennium  Report  on  Internal  S 

ervice  and 

Enterprise  Funds  2013 

Fund                       Fund  Name                    Agency  tt 

Agency  Name 

Program  Name 

06012              HFA  Loan  Program                65010 

Dept.  of  Commerce 

Facility  Finance 
Authority 

06015       Facilities  Finance  Authority 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Administrative  Fees 

$613,161 

$502,000 

$475,000 

$475,000 

Investment  Earnings 

74,960 

154,000 

40 

40 

Securities  Lending  Income 

620 

750 

80 

80 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

0 

0 

0 

0 

Total  Operating  Revenue 

$688,742 

$656,750 

$475,120 

$475,120 

Operating  Expenses: 

Personal  Services 

194,679 

196,798 

197,920 

197,984 

Other  Operating  Expenses 

221,889 

257,841 

222.310 

211,225 

Total  Operating  Expenses 

$416,569 

$454,639 

$420,230 

$409,209 

Operating  Income  (Loss) 

$272,173 

$202,111 

$54,890 

$65,911 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

272,173 

202,111 

54,890 

65,91 1 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$272,173 

$202,111 

$54,890 

$65,911 

Total  Net  Assets-  July  1 

3,478,010 

3,750,183 

3,952,294 

4,007,184 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -July  1  -  As  Restated 

$3,478,010 

$3,750,183 

$3,952,294 

$4,007,184 

Net  Assets  -June  30  (Fund  Balance) 

$3,750,183 

$3,952,294 

$4,007,184 

$4,073,095 

60  days  of  expenses 

$69,428 

$75,773 

$70,038 

$68,202 

vprietary  Program  Description 

le  Facility  Finance  Authority  issues  bonds  and  then  uses  the  proceeds  of  those  bonds  to  provide  debt  financing  or 
financing  at  low-cost,  tax-exempt  interest  rates  for  buildings  and  capital  equipment.  Customers  include  health  care  and 
jlated  facilities,  entities  serving  persons  with  development  and/or  mental  disabilities,  and  prerelease/methamphetamine 
liatment  centers. 


le  60  day  working  capital  calculation  is  not  applicable  to  the  authority  because  national  bond  rating  agencies,  national 
nd  insurers,  and  institutional  investors  expect  the  authority  to  reserve  two  years  operating  capital  (approximately 
•  '09,278)  to  assure  that  the  authority  can  financially  operate  between  legislative  sessions.  The  total  fund  equity 
:|quirement  for  the  2013  biennium  ($13,650,1 1 1)  is  derived  from  the  following  reserve  mandates: 

o     Biennial  working  capital  reserve  -  $909,278 

o     Capital  reserve  account  (loan  loss  reserve)  -  $  1 0,986, 1 7 1 

o     Facility  direct  loan  program  reserve  -  $  1 ,754,662 
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Expense 

The  major  cost  drivers  within  the  Facilities  Finance  Authority  are  personal  services,  operating  expenses,  grants,  anc 
expenditures  related  to  the  periodic  replacement  of  computer  equipment.  There  is  little  uncertainty  in  forecasting  future 
costs  of  major  cost  drivers,  unless  the  agency  were  to  become  involved  in  litigation  related  to  the  issuance  anci,- 
maintenance  of  bonds.   For  the  purposes  of  this  budget  cycle,  it  is  assumed  that  the  ongoing  work  and  customer  leveli 
remain  constant. 

Revenue 

The  Facility  Finance  Authority  is  funded  entirely  by  proprietary  funds  with  revenues  collected  from  interest,  fees,  anci 
charges  from  participating  institutions.     The  program  application  and  annual  administrative  fee  assessments  ami 
contingent  upon  its  business  volume.    Customer  volume  is  assumed  to  be  at  the  current  level  throughout  the  201; 
biennium. 

Funding  Sources 

The  program  if  funded  with  a  fee  charged  to  the  entities  (non  state  agencies)  that  obtain  financing  through  the  program. 

Proprietary  Rate  Explanation 

The  fee  structure  that  is  proposed  does  not  materially  vary  from  the  current  structure. 

The  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  oi 
approve  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  an;; 
concerns  with  the  financial  position  of  the  fund. 


Rates  for  Facilities  Finance  Authority 

Application  Fee: 

Loan  Amount 

Fee 

Up  to  $5,000,000 

30  basis  points  (bp)  (.0030) 

Up  to  $10,000,000 

the>of25bp     or$   15,000 

Up  to  $25,000,000 

the>ofl5bp     or$  25,000 

Up  to  $50,000,000 

the  >  of  12.5  bp  or  $  37,500 

Up  to  $100,000,000 

the>of7.5bp    or$  62,500 

Over  $100,000,000 

the>of6.5bp    or$  75,000 

Annual  Fee: 

Fee 

Stand  Alone  Bond  Issues 

5  bp  X  the  outstanding  principal  amount 

Private  Placement  bond  issues  5  bp  X  the  outstanding  principal  amount 

Trust  Fund  Loan  Program 

5  bp  X  the  outstanding  principal  amount 

Master  Loan  Program 

10  bp  X  the  outstanding  principal  amoun 
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'rogram  Budget  Comparison 

he  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
inding. 


ogram  Budget  Comparison 

jdget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

f* 

5.50 

5.50 

5.50 

5.50 

5.50 

5.50 

0.00 

0.00% 

:rsonal  Services 
grating  Expenses 
juipment  &  Intangible 
•ants 

Assets 

278,480 

333,014 

0 

4,626,714 

306,393 

356,872 

97,650 

8,616,974 

309,747 

346,285 

0 

4,626,714 

309,014 

344,550 

0 

5,000,000 

584,873 

689,886 

97,650 

13,243,688 

618,761 

690,835 

0 

9,626,714 

33,888 

949 

(97,650) 

(3,616,974) 

5.79% 

0.14% 

(100.00%) 

(27.31%) 

Total  Costs 

$5,238,208 

$9377,889 

$5,282,746 

$5,653,564 

$14,616,097 

$10,936,310 

($3,679,787) 

(25.18%) 

ate  Special 
deral  Special 

25,800 
5,212,408 

150,000 
9,227,889 

25,800 
5,256,946 

25,800 
5,627,764 

175,800 
14,440,297 

51,600 
10,884,710 

(124,200) 
(3,555,587) 

(70.65%) 
(24.62%) 

Total  Funds 

$5,238,208 

$9377,889 

$5,282,746 

$5,653,564 

$14,616,097 

$10,936310 

($3,679,787) 

(25.18%) 

rogram  Description 

fission:  To  provide  mechanisms  that  enable  Montanans  to  own  or  rent  decent,  safe,  and  sanitary  housing  that  is  within 
teir  financial  capability. 


he  Housing  Division  established  on  July  1,  1995,  consolidated  housing  programs  within  the  Department  of  Commerce 
to  one  division.  The  programs  that  are  administrated  within  the  Housing  Division  are: 
o     The  Housing  Assistance  Bureau,  consisting  of  three  programs: 

1 .  The  Housing  and  Urban  Development  (HUD)  Section  8  rental  assistance  program.  This  program  is 
segregated  into  two  functional  operations: 

2.  The  HUD  Tenant  Based  Section  8  housing  program  whereby  leases  are  entered  on  the  open  rental  market 
between  tenants  and  private  landlords  and  the  program  makes  a  subsidy  payment  to  the  property  owner  on 
behalf  of  the  tenant.  Payments  are  based  on  applicable  unit  rent  limits  and  tenants  generally  pay  30  percent 
of  their  income  toward  rent  and  utilities. 

3.  The  HUD  Project  Based  Section  8  housing  program  whereby  the  program  performs  annual  property  reviews, 
oversees  property  management,  and  makes  rent  subsidy  payments  to  owners. 

•  The  Housing  and  Urban  Development  (HUD)  HOME  Investment  Partnerships  program.  The 
HOME  program  provides  grant  funds  to  eligible  local  government  entities  and  Community  Housing 
Development  Organizations  for  assistance  in  financing  new  construction  or  rehabilitation  of 
individual  home  or  rental  units,  tenant  based  rental  assistance,  and  other  eligible  activities. 

•  Montana's  Manufactured  Home  Replacement  (MHR)  program.  This  program  administers  a 
revolving  loan  fund  to  finance  the  replacement  of  substandard  manufactured  homes  with  newer, 
energy-efficient  manufactured  homes. 

d  The  Board  of  Housing  (BOH).  The  board  is  an  agency  of  the  state  and  operates  within  the  Department  of 
Commerce  for  administrative  purposes.  The  powers  of  the  board  are  vested  in  a  seven  member  board,  appointed 
by  the  Governor,  and  subject  to  the  confirmation  of  the  State  Senate.  The  BOH  is  funded  by  enterprise  funds 
with  revenue  derived  from  administrative  charges  applied  to  projects  and  mortgages  financed.  The  board's 
programs  include: 

•  The  Homeownership  Program 

•  Multifamily  Loan  Program 

•  Low  Income  Housing  Tax  Credit  Program 

•  Housing  Montana  Fund 

•  The  Reverse  Annuity  Mortgage  (RAM)  Program 
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Program  Highlights 


Housing  Division 
Major  Budget  Highlights 


State  special  and  federal  revenue  is  reduced  from  the  2011  biennium  level 
because  FY  2011  appropriations  reflect  anticipated  expenditures  that  did  not 
occur  in  FY  2010  and  are  not  anticipated  in  the  2013  biennium 

•      FY  2011   state  special  revenue  reflects  the  manufactured  home 
renovation  program  not  continued  by  the  legislature 
Non-budgeted  proprietary  funds  are  enterprise  type  in  which  the  legislature 
has  no  rate  setting  action  and  comprise  89.6%  of  the  funding  for  this  program 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  bj 
the  Governor. 


Program  Funding  Table 
Housing  Division 

Program  Funding 

Base 

FY  2010 

%  of  Base 
FY  2010 

Budget 
FY  2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

02000   Total  State  Special  Funds 

02575  Mobile  Home  Revolving  Loan  Fund 
03000   Total  Federal  Special  Funds 

031 10  Hud  Comprehensive  Counseling 

03300  Home  Grants 
Grand   Total 

25,800 

25,800 

5,212,408 

166,866 

5.045.542 

5.238.208 

0.5% 
0.5% 

99.5% 
3.2% 

96.3% 
100.0% 

$ 

25,800 

25,800 

5,256,946 

166,866 

5,090,080 

5.282.746 

0.5% 
0.5% 

99.5% 
3.2% 

96.4% 
100  0% 

$ 

25,800 
25,800 

5,627,764 
166,866 

5,460,898 

0.5% 
0.5% 

99.5% 
3.0% 

96.6% 
100.0% 

$ 

5.653.564 

The  programs  funded  through  HB2  within  the  Housing  Division  are  the  Housing  and  Urban  Development  HOME 
Investment  Partnerships  program  and  Montana's  Manufactured  Home  Replacement  (MHR)  program.  The  HUD  HOME 
program  is  100%  federally  funded.  Federal  funds  comprise  99.5%  of  the  HB  2  funding  for  the  Housing  Division. 


Montana's  MHR  program  provided  loans  to  remodel  manufactured  homes.   The  program  is  not  being  continued. 
2013  biennium  includes  funding  in  the  event  that  any  prior  loans  are  paid  back  and  can  be  reloaned. 


Th« 


The  Board  of  Housing  is  funded  by  four  enterprise  funds  with  revenues  derived  from  an  administrative  charge  applied  tc 
projects  and  mortgages  financed.  Under  the  Montana  Housing  Act  of  1975,  the  board  does  not  receive  any  general  fund 
and  is  completely  self-supporting. 

Non-budgeted  proprietary  funds  comprise  89.6%  of  the  funding  for  this  program. 
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Judget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


udge!  Summary  by  Category 


udget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget  Fiscal  20 1; 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  2013         Fiscal  12-13  of  Budget 


lase  Budget 

|tatewide  PL  Adjustments 
ther  PL  Adjustments 
ew  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


5,238,208 

33,926 

10,612 

0 


5,238,208 

29,776 

385,580 

0 


10,476,416 

63,702 

396,192 

0 


95.79% 
0.58% 
3.62% 
0.00% 


$5,282,746  $5,653364        $10,936310 


'resent  Law  Adjustments 

'he  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
'Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
Jems  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
escriptions. 


esent  Law  Adjustments 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

„Tsonal  Services 
icancy  Savings 
.flation/Detlation 
xed  Costs 

40,485 

(12,759) 

(84) 

6,284 

39,721 

(12,728) 

(76) 

2,859 

Total  Statewide  Present  Law  Adjustments 

$0 


$0 


$33,926 


$33,926 


$0 


7406  -  HD  ADMINISTRATIVE  COSTS  ADJUSTMENTS  HB  2 
0.00  0  0 

|  7407  -  HD  FEDERAL  GRANTS  ADJUSTMENTS  HB  2 

0.00  0  0 


Total  Other  Present  Law  Adjustments 

0.00  $0 

Grand  Total  All  Present  Law  Adjustments 

0.00         $0 


$0 


$0 


$0 


$29,776     $29,776 


10,612 

10,612 

0.00 

0 

0 

12,294 

12,294 

0 

0 

0.00 

0 

0 

373,286 

373,286 

$10,612 

$10,612 

0.00 

$0 

$0 

$385,580 

$385,580 

$44,538 

$44,538 

0.00 

$0 

$0 

$415356 

$415356 

■rogram  Personal  Services  Narrative 

fee  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
tamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
arity. 
o     Pay  Plan  Exceptions  -  No  occupational  groups  in  this  program  have  exceptions  from  the  agency's  pay  plan 

rules, 
o     Program  Specific  Obstacles  -  The  program  does  not  anticipate  difficulties  attracting  and  retaining  qualified 

workers  to  achieve  its  mission, 
o     Vacancy  -  No  positions  with  high  turnover  rates  have  been  identified  for  this  program, 
o     Legislatively  Applied  Vacancy  Savings  -  The  applied  vacancy  savings  was  achieved  with  normal  turnover, 
o     Pay/Position  Changes  -  No  pay  increases  were  given  in  this  program. 

o     Retirements  -  One  employee  in  this  program  is  eligible  for  retirement  in  the  2013  biennium  and  if  this  employee 
were  to  retire,  the  estimated  compensated  absence  liabilities  liability  is  $1,057. 

7406  -  HD  Administrative  Costs  Adjustments  HB  2  -  This  request  annualizes  the  charges  for  annual  maintenance 


;s  for  HOME  programs,  lease  agreements,  and  indirect  costs  to  the  Director's  Office. 
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DP  7407  -  HP  FEDERAL  GRANTS  ADJUSTMENTS  HB  2  -  This  request  adjusts  ongoing  federal  appropriations  foi, 
grants  received  by  the  Housing  Assistance  Bureau's  HOME  Program  to  match  available  federal  funds  for  the  201? 
biennium. 


Proprietary  Rates 

Proprietary  Program  Description 

Board  of  Housing  (Funds  06030,  06031,  06078,  and  06079) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  funds  06030,  06031,  06078,  and  06079  show 
the  financial  information  for  the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the 
executive  but  the  LFD  has  edited  and  reconfigured  the  figure  for  clarity. 


20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise 

Funds  2013 

Fund                      Fund  Name                     Agency  # 

Agency  Name 

Program  Name 

06030     BOH  Financial  Program  Fund        65010 

Dept.  of  Commerce 

Housing  Division  -  Board  of 

06031              Housing  Tnist  Fund 

Hou 

sing 

06078  Affordable  House  Revolving  Ln 

06079     Revolving  Loan  Fund  -  TANF 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  201 3 

Operating  Revenues: 

Fee  revenue 

Administrative  Fees 

$223,565 

$226,387 

$252,979 

$275,854 

Investment  Earnings 

8,570,449 

8,678,652 

9,698,073 

10,574,988 

Securities  Lending  Income 

1,205 

1,220 

1,364 

1,487 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

39.057.822 

39.550.931 

44.196.704 

48.193.041 

Total  Operating  Revenue 

$47,853,041 

$48,457,190 

$54,149,120 

$59,045370 

Operating  Expenses: 

Personal  Services 

1,125,272 

1,284,945 

1,155,883 

1,156,098 

Other  Operating  Expenses 

4,602,070 

6,352,466 

6,009,692 

6,269,706 

Debt  Service  Expenses 

40.409.873 

40.623.852 

44.144.765 

48.660.815 

Total  Operating  Expenses 

$46,137,215 

$48,261,263 

$51,310,340 

$56,086,619 

Operating  Income  (Loss) 

$1,715,826 

$195,927 

$2,838,780 

$2,958,751 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$1,715,826 

$195,927 

$2,838,780 

$2,958,751 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$1,715,826 

$195,927 

$2,838,780 

$2,958,751 

Total  Net  Assets-  July  I  -  As  Restated 

155,486,686 

157,202,511 

157398,439 

160,237,219 

Prior  Period  Adjustments 

0 

0 

0 

0 

Depreciation  adjustment 

0 

0 

0 

0 

Total  Net  Assets  -  July  1  -  As  Restated 

$155,486,686 

$157,202,511 

$157398.439 

$160,237,219 

Net  Assets- June  30  (Fund  Balance) 

$157,202,511 

$157,398,439 

$160,237,219 

$163,195,970 

60  days  of  expenses 

$7,689,536 

$8,043,544 

$8,551,723 

$9,347,770 

Program  Description 

The  Montana  Board  of  Housing  provides  direction  to  the  agency  staff  for  its  programs  that  include  the  Homeownership 
Program,  Multifamily  Loan  Programs,  Low  Income  Housing  Tax  Credit  Program,  Housing  Montana  Fund,  and  the 
Reverse  Annuity  Mortgage  (RAM)  Program. 


LFD  Budget  Analysis 


A-254 


2013  Biennii 


>01  -  DEPARTMENT  OF  COMMERCE 75-BOARD  OF  INVESTMENTS 

rogram  Narrative 

xpenses 

:.gnificant  costs  for  the  program  are  for: 

o     Personal  services  for  21.50  FTE,  $1.1  million  or  33.3%  of  total  costs 

o     Operating  costs,  $2.2  million  or  66.7%  of  total  costs,  with  the  following  making  up  a  significant  portion  of  the 
costs: 

•  Foreclosure  fees 

•  Consultant  and  professional  services 
I 

evenues 

'he  revenues  for  this  program  are  derived  from  an  administrative  charge  applied  to  projects  and  mortgages  financed. 

onding  Sources 

ne  funding  for  this  program  is  from  non-state  sources. 

•■esent  Law  Adjustments 

atewide  adjustments  would  add  nearly  $41,000  for  the  biennium.  The  largest  contributors  are  increases  for  personal 
rvices  adjustments,  ITSD  allocations,  and  statewide  indirect  costs.  Reductions  of  SABHRS  fixed  costs  and  legislative 
idit  fees  offset  a  portion  of  the  increases. 

I 

■P  7408  -  FTP  Administrative  Costs  Adiustments  FIB  576  -  This  request  for  about  $  1 .9  million  for  the  biennium  would 
inualize  costs  such  as  travel  for  attending  meetings  and  for  other  financial  and  legal  fees,  such  as  consultants, 
reclosures,  and  property  fees.  Also  included  is  an  addition  for  minor  equipment  replacement. 

P  7410  -  FTP  Software  &  Software  Maintenance  FTB  576  -  This  request  for  about  $105,000  for  the  biennium  would 
nd  the  purchase  of  an  additional  module  of  software  currently  in  use  by  the  Housing  Division.  The  software  allows 
jidit  compliance  checklists  to  be  downloaded  to  a  mobile  device  that  is  then  used  at  the  client's  site  to  record  audit 
formation.  Once  connectivity  to  the  network  is  re-established,  the  audit  information  is  up-loaded  to  the  system.  This 
ves  time  and  reduces  errors  in  transcribing  audit  information  and  inputting  it  into  the  system. 

I 

jP  741 1  -  FTP  Server  Replacements  FTB  576  -  This  request  for  $4,250  for  FY  2013  would  establish  a  5-year  replacement 

hedule  for  information  technology  servers. 

I 

.  vprietary  Rates 

ie  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  or 
•  prove  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  any 
'jncerns  with  the  financial  position  of  the  fund. 

j 
.  pr  the  2013  biennium  the  following  rates  are  presented  for  information. 
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Fees  of  the  Board  of  Housing  -  For  Information  Only 

Actual 

Budgeted     Budgeted     Budgeted 

Fee 

FY  2010 

FY  2011        FY2012        FY2013 

Cancellation  fees-Single  Family  Program 

1/2  of  1  %  of  the  loan  amount  reserved 

No  Change  No  Change  No  Change 

Extension  Fee 

1/4  of  1%  of  the  loan  amt  for  30  days 

No  Change   No  Change  No  Change 

Late  Fee 

1/2  of  l%of  the  loan  amt  for 30  days 

No  Change  No  Change  No  Change 

Pre  1980  Single  Family  Programs 

1  1/2%  spread  between  mortgage 
interest  rate  and  bond  yield.  No  limit  on 
investment  earnings 

No  Change  No  Change  No  Change 

Post  Single  Family  Programs 

1  1/8%  spread  between  mortgage 
interest  rate  and  bond  yield. 
Investment  earnings  limited  to  the  bone 
yield 

No  Change   No  Change  No  Change 

Pre  l986Multirannly  Program 

I  1/2%  spread  between  the  mortgage 
interest  rate  and  the  bond  yield.  No 
limit  on  investment  earnings 

No  Change  No  Change  No  Change 

Post  1986MuItifamiry  Program 

I  1/2%  spread  between  the  mortgage 

interest  rate  and  the  bond  yield. 

Investment  earnings  limited  to  the  bond 

yield 

up  to  1%  of  the  loan  amount  reserved 

No  Change   No  Change  No  Change 

Multifairrily  Reservation  Fee 

No  Change  No  Change  No  Change 

Reservation  fees -Low  Income  Tax  Credit  Program  (UTC) 

4  1/2%  of  the  tax  credit  amount  reservec 

No  Change   No  Change  No  Change 

Compliance  monitoring  fee-Low  Income  Tax  Credit  Program  $30  per  unit 

$35  per  unit  No  Change  No  Change 

Interest  income  on  reverse  annuity  mortgage  loans  (RAM) 

5%  (new)  7%  (old)  loans 

No  Change   No  Change  No  Change 

Housing  Revolving  Loan  Fund  (HRLA) 

variable  rates  ranging  rrom2%  to  6% 

No  Change  No  Change  No  Change 

Interest  on  Investments 

STB?  investment  rate 

No  Change   No  Change  No  Change 

Section  8  Housing  HB  576  (Funds  06074,  06075,  and  06085) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  funds  06074,  06075,  and  06085  show  the 
financial  information  for  the  fund  from  FY  2010  through  FY  2013.  The  reports  are  provided  as  submitted  by  the 
executive  but  the  LFD  has  edited  and  reconfigured  the  figure  for  clarity. 

Project  Based 


20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2013 

Fund              Fund  Name          Agency  # 

Agencj 

Name 

Program  Name 

06074       SEC  8  Project  Based       65010 

Dept-  of  Commerce 

Housing  Division  -  PB 

Section  8 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  2011 

FY  2012 

FY  2013 

Operating  Revenues: 

Administration  Fees 

SO 

SO 

$0 

$0 

Investment  Earnings 

32,654 

37,650 

37,650 

37,650 

Securities  Lending  Income 

1,032 

1.100 

1.100 

1,100 

Premiums 

0 

0 

0 

0 

Other  Operating  Revenues 

19.149.479 

22.896.750 

21.508.180 

22.131.537 

Total  Operating  Revenue 

$19,183,166 

$22,935,500 

$21,546,930 

$22,170,287 

Operating  Expenses: 

Personal  Services 

421,378 

379,119 

442,062 

441.819 

Other  Operating  Expenses 

1 8.426 .207 

21.869.813 

19.926.165 

20.521.013 

Total  Operating  Expenses 

$18,847,584 

$22,248,932 

$20.368227 

$20,962,832 

Operating  Income  (Loss) 

$335,581 

$686,568 

$1,178,703 

$1,207,455 

Nonoperating  Revenues  (Expenses): 

Gam  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses] 

fi 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses 

$0 

$0 

$0 

$0 

Income  (Loss)  Before  Operating  Transfer; 

$335,581 

$686,568 

$1,178,703 

$1,207,455 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

0 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

$335,581 

$686,568 

$1,178,703 

$1,207,455 

Total  Net  Assets-  July  1 

2,934,621 

3.270,202 

3.956,770 

5,135,473 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets -July  1- As  Restated 

$2,934,621 

$3,270,202 

$3,956,770 

$5,135,473 

Net  Assets-  June  30  (Fund  Balance) 

$3,270,202 

$3,956,770 

$5,135,473 

S6J42.928 

60  days  of  expenses 

$3,141,264 

$3,708,155 

$3394.705 

S3.493.805 

LFD  Budget  Analysis 


A-256 


2013  Bienniui 


,501  -  DEPARTMENT  OF  COMMERCE 


75-BOARD  OF  INVESTMENTS 


enant  Based 


20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  20 1 3 


Fund  Fund  Name  Agency  # 

06075    HUD  Section  8  Housing  Program       65010 


Agency  Name 
Dept.  of  Commerce 


HUD  Section  8  Mod  Rehab 


65010 


Program  Name 
Housing  Division  -TB 

Section  8 
Housing  Division  -TB 

Section  8 


Actual        Budgeted         Budgeted         Budgeted 
FY2010  FY20U  FY2012  FY2013 


Operating  Revenues: 
Administration  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 

Other  Operating  Revenues 
Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
OtherNonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets- Jury  1 
Pnor  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -July  I  -As  Restated 
Net  Assets-  June  30  (Fund  Balance) 

60  days  of  expenses 


$0 

$0 

$0 

$0 

11,016 

11,680 

11.680 

11,680 

1,116 

2,050 

2,050 

2,050 

0 

0 

0 

0 

20.501.276 

23.402.603 

23.402.603 

24.089.737 

$20,513,408 

$23,416,333 

$23,416,333 

$24,103,467 

589,949 

598,411 

602,628 

603.354 

19.901.263 

21.453.487 

21.378.774 

21.967.254 

$20,491,212 

$22,051,898 

$21,981,402 

$22,570,608 

$22,196 

$1,364,435 

$1,434,931 

$1,532,859 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Q 

2 

$0 

$0 

$0 

$0 

$22,196 

$1,364,435 

$1,434,931 

$1,532,859 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2 

2 

$22,196 

$1,364,435 

$1,434,931 

$1,532,859 

4,643,446 

4,665,642 

6,030,077 

7,465,008 

0 

0 

0 

0 

2 

Q 

2 

2 

S4.643.446 

$4,665,642 

$6,030,077 

S7.465.008 

$4,665,642 

$6,030,077 
$3,675,316 

$7,465,008 
$3,663,567 

SS.QQ7.StT 

$3,415,202 

$3,761,768 

rogram  Description 

he  project  based  Section  8  program  is  the  HUD  contract  administrator  for  low-income  rental  properties  HUD  subsidizes 
roughout  the  state.  The  program  provides  rental  assistance  to  projects  at  fixed  locations  instead  of  the  tenants, 
indlords  perform  administrative  tasks  at  the  local  level.  The  agency  performs  annual  property  reviews,  oversees 
operty  management,  and  makes  rent  subsidy  payments  to  owners.  The  agency  earns  fees  from  HUD  under  a 
rformance-based  contract  for  the  tasks  performed.  The  project  based  program  renews  rent  contracts  to  project  owners 
',  they  expire.  Contract  managers  prepare  special  damage  claims,  annual  rent  increases,  respond  to  emergencies,  check 
mpliance  for  fair  housing  and  waiting  lists,  on-site  management  reviews,  follow-up  to  physical  inspections,  review  of 
inagement  decisions,  and  budget  assistance  to  local  property  owners. 

'  le  tenant  based  Section  8  program  provides  rent  assisted  units  for  very  low  income  families  (including  elderly  and 

•  gabled)  to  ensure  they  have  decent,  safe,  and  sanitary  housing,  using  the  HUD  Section  8  Housing  Choice  Vouchers  and 
bderate  Rehabilitation  programs.  The  program  operates  on  a  first  come,  first  serve  basis  statewide,  through  a  network 

■  j  field  agencies  the  department  contracts  with  for  administration  of  local  operations  in  the  program.   Leases  are  entered 

•  j  the  open  rental  market  between  tenants  and  private  landlords.  The  program  makes  a  subsidy  payment  to  the  property 
'jmer  on  behalf  of  the  tenant.  Payments  are  based  on  applicable  unit  rent  limits  and  tenants  generally  pay  30%  of  their 
:  :ome  towards  rent  and  utilities. 
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Program  Narrative 

Expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  20.00  FTE,  $1.1  million  or  2.6%  of  total  costs 
o     Operating  costs,  $1 .9  million  or  4.9%  of  total  costs 
o     Operating  costs,  $36.3  million  or  92.5%  of  total  costs 

Revenues 

The  project  based  Section  8  program  is  funded  with  revenues  derived  from  a  performance  based  annual  contributior. 
contract  with  HUD. 

The  tenant  based  Section  8  program  is  funded  with  revenues  derived  from  a  performance  based  annual  contributior 
contract  with  HUD. 

Present  Law  Adjustments 

Statewide  Adjustments  would  add  nearly  $70,000  for  the  biennium.  The  largest  contributors  are  increases  for  persona} 
services  adjustments,  legislative  audit  fees,  ITSD  allocations,  and  statewide  indirect  costs.  Reductions  of  SABHRS  fixed 
costs  offset  a  portion  of  the  increases. 

DP  7408  -  HP  Administrative  Costs  Adjustments  HB  576  -  This  request  for  about  $0.9  million  for  the  biennium  woulo 
annualize  costs  such  as  travel  for  attending  meetings  and  for  other  financial  and  legal  fees,  such  as  consultants 
foreclosures,  and  property  fees.  Also  included  is  an  addition  for  minor  equipment  replacement. 

DP  7409  -  HP  Section  8  Housing  Assistance  Adjustments  -  HB  576  -  This  request  for  $6.4  million  for  the  bienniuir 
would  adjusted  the  amount  of  rental  assistance  payments  to  match  costs  necessary  to  assure  full  payment  for  leased  units 
in  the  HUD  Tenant  and  Project  Based  Section  8  rental  assistance  programs  in  the  2013  biennium. 

DP  7410  -  HP  Software  &  Software  Maintenance  HB  576  -  This  request  for  about  $22,000  for  the  biennium  would  func 
the  purchase  of  an  additional  module  of  software  currently  in  use  by  the  Housing  Division.  The  software  allows  audit 
compliance  checklists  to  be  downloaded  to  a  mobile  device  that  is  then  used  at  the  client's  site  to  record  audil 
information.  Once  connectivity  to  the  network  is  re-established,  the  audit  information  is  up-loaded  to  the  system.  This 
saves  time  and  reduces  errors  in  transcribing  audit  information  and  inputting  it  into  the  system. 

DP  741 1  -  HP  Server  Replacements  HB  576  -  This  request  for  $4,250  for  FY  2013  would  establish  a  5-year  replacement 
schedule  for  information  technology  servers. 

Proprietary  Rates 

The  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  oi 
approve  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  any 
concerns  with  the  financial  position  of  the  fund. 

For  the  20 1 3  biennium  the  following  rates  are  presented  for  information. 
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Requested  Rates  for  SEC  8  Project  Based 


Actual     Budgeted     Budgeted     Budgeted 
FY2010        FY20I1         FY2012        FY2013 


Administration  Contrac 


2.00% 


2.00% 


:oo"„ 


2.00% 


Base  fee  rate  paid  by  HUD  =  2%  time  Fair  Market  Rent  for  all  projects 
under  ACC  contract  for  standard  performance,  as  judged  by  HUD 
monthly,  quarterly,  and  annually. 


Administration  Contrac 


1.00% 


1.00% 


I. IK  I"., 


1.00% 


Performance  Standards  (IBPS),  graded  monthly,  quarterly,  and 
annually  by  HUD.  Can  be  either  positive  or  negative,  based  on 
whether  time  standards  and  performance  requirements  are  met  on  each 
of  the  17  IBPS  standards.     Rate  3  (perunit) 


Rents  Contract 


100.00%        100.00%        100.00%        100.00% 


Amounts  for  rentals  are  based  on  100%  of  contracted  amounts  perunit 
each  month,  less  tenant  share  of  rents. 


enant  Based 


Rates  for  Housing  Section  8  -  For  Information  Only 


Actual  Budgeted      Budgeted     Budgeted 

FY20I0        FY2011         FY2012        FY2013 


Administration  Contract 


$54.85 


S63.44 


$64.07 


$64.72 


Base  fee  rate  paid  by  HUD  =  $45.79  per  unit  per  month  under  lease  for  Housing  Choice 
Vouchers,  and  $45.79  per  month  for  each  unit  under  HAP  contract  on  Mod  Rehab.  Estimate 
increases  of  3.5%  per  year  for  FY  2012  and  FY 2013. 

Under  HUD  contract,  for  every  family  with  3  or  more  minors  which  either  leases  the  first  time 
or  moves;  HUD  will  pay  a  fee  of  $75.00. 


Homeownership  Start-up  Fee 


$1,000.00      $1,000.00      $1,000.00      $1,000.00 


Under  HUD  contract,  for  every  family  the  program  starts  in  Homeownership  Vouchers 
Homeownership  Assistance,  HUD  allows  a  fee  of  $1,000. 

Project  Based  Section  8  Opt-Out  Start-up  Fee       $250.00         $250.00         $250.00         $250.00 

Under  HUD  contract,  for  every  unit  HUD  approves  transferring  from  Project  Based  Section  8 
to  the  Housing  Choice  Vouchers  Program,  HUD  provides  reimbursement  of  start-up 
expenses  of  $250. 


Rents  Contract 


100.00%        100.00%        100.00%        100.00% 


Amounts  for  rentals  are  based  on  100%  of  contracted  amounts  per  unit  each  month,  less 
tenant  share  of  rents. 


rogram  Description 

fission:  To  provide  prudent  investment  management  of  state  and  local  government  funds;  work  with  financial 
JJtitutions,  state  agencies,  and  local  governments  to  enhance  and  expand  Montana's  economy  and  assist  new  and 
panding  Montana  businesses;  and  to  lend  low-interest  funds  to  eligible  governments  for  a  variety  of  projects. 

,-ticle  VIII,  Section  13  of  the  Montana  Constitution  created  the  Unified  Investment  Program,  which  includes  all  state 
ency  funds.    The  Board  of  Investments  (Board),  by  law,  invests  the  Unified  Investment  Program.  Local  governments 
ly  also  invest  with  the  Board.  To  facilitate  management  of  the  Unified  Investment  Program,  the  Board  created  seven 
/estment  pools,  which  operate  like  mutual  funds.  Investments  not  managed  in  pools  are  included  in  "All  Other 
Inds." 

Retirement  Funds  Bond  Pool 
Trust  Funds  Bond  Pool 
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3.  Short  Term  Investment  Pool 

4.  Montana  Domestic  Stock  Pool 

5.  Montana  International  Equity  Pool 

6.  Montana  Private  Equity  Pool 

7.  Montana  Real  Estate  Pool 

8.  All  Other  Funds  -  investments  not  managed  in  pools  are  included  in  All  Other  Funds 

The  In-State  Investment  Program  consists  of  Montana  residential  mortgages  purchased  by  the  state's  two  large  pensior 
funds,  and  commercial  loans  funded  by  the  Coal  Tax  Trust.    The  board  also  issues  tax-exempt  bonds  and  lends  th< 
proceeds  to  eligible  government  agencies  for  a  variety  of  purposes. 

In  addition  to  the  board's  investment  responsibilities,  it  is  charged  with  creating  solutions  to  financial  issues  facing  new 
and  expanding  businesses  in  the  state  of  Montana.  To  accomplish  this  goal,  the  board  administers  a  number  of  differen 
loan  programs  that  can  be  specifically  tailored  to  meet  an  individual  business  or  local  government's  needs. 

Proprietary  Rates 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  funds  06527  and  06014  show  the  financia 
information  for  the  funds  from  FY  2010  through  FY  2013.   The  reports  are  provided  as  submitted  by  the  executive  bu 
the  LFD  has  edited  and  reconfigured  the  figure  for  clarity. 

Investment  Programs 
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Fund                Fund  Name           Agency  # 
06527      Investment  Division       65010 

Agency  Name 
Dept.  of  Commerce 

Program  Naire 
Board  of  uivestmep 

Actual 
FY  2010 

Budgeted 
FY  2011 

Budgeted 
FY  2012 

Budge 
FY2 

Operating  Revenues: 

Administrative  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 

Other  Operating  Revenues 
Total  Operating  Revenue 

$4,869,468 
0 
0 
0 
0 

S4,869,468 

$4,417,089 
0 
0 
0 
0 

$4,417,089 

$4,831,041 
0 
0 
0 
0 

$4,831,041 

$4,831,1 
$4,831,1 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

2,369,344 

1.967.820 

$4,337,163 

2,557,064 

2.286.341 

$4,843,405 

2,627,135 

1.937.743 

$4,564,878 

2,620,1 
1.949.',' 

$4,569,! 

Operating  Income  (Loss) 

$532,305 

($426,316) 

$266,163 

$261,1 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses 
Net  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

$0 

0 

0 

0 

$0 

0 

0 

0 

$0 

Income  (Loss)  Before  Operating  Transfers 

$532,305 

($426,316) 

$266,163 

$261,1 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

0 

0 

(472.340) 

$59,965 

0 

0 

0 

($426,316) 

0 

0 

0 

$266,163 

$261,11 

Total  Net  Assets-  July  1 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30  (Fund  Balance) 

213,850 
0 
0 

213.850 
$273,815 

273,815 
0 
0 

273.815 
($152,501) 

(152,501) 

0 

0 

(152.501) 

$113.662 

113,6 

113,6 
$374,8 

60  days  of  expenses 

$722,861 

$807,234 

$760,813 

$7bl,6| 
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Fund                        Fund  Name                   Agency  ~ 

Agency  Name 

Program  Name 

06014       Industrial  Revenue  Bond  1-95      65010 

Dept-  of  Commerce 

Board  of  In 

vestments 

Actual 

Budgeted 

Budgeted 

Budgeted 

FY  2010 

FY  201 1 

FY  2012 

FY  2013 

Operating  Revenues: 

Fee  Revenues 

SO 

S500 

SI. 000 

SIJO0 

Investment  Earnings 

261.771 

236.738 

223.015 

253. 15S 

Securities  Lending  Income 

165 

350 

400 

450 

PieiiHums 

0 

0 

0 

0 

Other  Operating  Revenues 

2.270.0S2 

1.354.943 

2.101  J!  1 

2J16.2S2 

Total  Operating  Revenue 

$2^32.018 

SZ092^31 

SZ32S.926 

S2.57I.390 

Operating  Expenses: 

Personal  Services 

205.745 

330.872 

198.590 

199.786 

Operating  Expenses 

123.067 

168.307 

187.877 

174.626 

Debt  Service  Expenses 

1.839.514 

1  ■  ■SJi  "I 

1_517_)78 

1.555.878 

Total  Operating  Expenses 

S2.168J25 

SI.5S3.250 

S1.703.S45 

SI. 930.290 

Operating  Income  (Loss) 

S363.693 

S5092S1 

S6Z2.08I 

S64I.100 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

0 

0 

0 

0 

Federal  Indirect  Cost  Recoveries 

0 

0 

0 

0 

Other  Nonoperating  Revenues  (Expenses) 

0 

0 

0 

0 

Net  Nonoperating  Revenues  (Expenses) 

so 

SO 

so 

so 

Income  (Loss)  Before  Operating  Trans feis 

S363.693 

S509.281 

S622.081 

S641.100 

Contributed  Capital 

0 

0 

0 

0 

Operating  Transfers  In  (Note  13) 

494.639 

0 

0 

0 

Operating  Transfers  Out  (Note  13) 

0 

0 

0 

0 

Change  in  net  assets 

S858J32 

S509.2S1 

S622.081 

S641.100 

Total  Net  Assets-  July  1 

5.406,924 

6.265.255 

6.774,537 

7.396,618 

Prior  Period  Adjustments 

0 

0 

0 

0 

Cumulative  effect  of  account  change 

0 

0 

0 

0 

Total  Net  Assets  -Jury  1  -As  Restated 

S5.406.924 

S6.265.255 

S6. 774.537 

S7J96.61S 

Net  Assets-  June  30  (Fund  Balance) 
60  days  of  expenses 

S6.265.255 

S6. 774.537 

S7J96.61S 

SS.037.7IS 

S361JSS 

S263.3-S 

S2S3.974 

S321.7I5 

rogram  Description 

,iified  Investment  Program 
"i 

iie  Board  of  Investments  manages  the  Unified  Investment  Program  mandated  by  Article  VIII,  Section  13  of  the 
..ontana  Constitution.  Section  2-15-1808  created  the  Board  of  Investments  and  Section  17-6-201  gave  the  board  sole 
rthority  to  invest  state  funds.  The  board  also  invests  local  government  funds  at  their  discretion.  The  board  currently 
images  an  investment  portfolio  with  a  market  value  of  approximately  SI  2.0  billion.  The  board  manages  the  portfolio 
'  der  the  "prudent  expert  principle." 

'  I  provide  for  diversification  and  reduced  risk,  the  board  manages  several  investment  pools  in  which  funds  of  similar 
I  :>es  are  invested.  The  legislative  auditor  audits  the  board  annually.  The  board  consists  of  nine  members  appointed  by 
1 ;  Governor.  The  board  also  has  two  non-voting  legislative  liaisons,  from  different  political  parties;  one  appointed  by 
I ;  President  of  the  Senate  and  one  appointed  by  the  Speaker  of  the  House. 

j  State  Investments 

Action  17-6-305,  MCA  authorizes  the  Board  to  invest  25  percent  of  the  Permanent  Coal  Tax  Trust  Fund  to  assist 
1  jntana's  economic  development.  This  "In-State  Investment  Program"  makes  business  loans  from  the  Trust  Fund  in 
I  "ticipation  with  financial  institutions.  The  board  lends  Trust  Fund  monies  to  local  governments  to  fund  infrastructure 
\\i  will  serve  job-creating  businesses  locating  in  the  government's  jurisdiction.  The  board  also  lends  low-interest 
ii>nies  funded  from  the  Trust  Fund  to  value-added  type  businesses  creating  jobs.  Throughout  FY  2010,  the  board 
I, "chased  Montana  residential  mortgages  with  pension  funds  as  part  of  the  In-State  Investment  Program. 
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INTERCAP  Program 

The  board  sells  tax-exempt  bonds  and  lends  the  proceeds  to  eligible  governments  for  a  variety  of  projects.  Loan  terms 
range  from  one  to  1 5  years,  and  short-term  loans  to  finance  cash  flow  deficits  or  bridge  financing  are  also  available. 

The  INTERCAP  and  In-State  Investment  Programs  were  created  in  FY  1 984  as  part  of  the  "Build  Montana"  program. 

Program  Narrative 

Program  Highlights 


Board  of  Investments 
Major  Budget  Highlights 


♦  All  funding  for  this  program  is  from  non-budgeted  proprietary  funds 

♦  The  legislature  approves  the  rate  for  the  investment  program 


Expenses 

Significant  costs  for  the  program  are  for: 

o     Personal  services  for  33.00  FTE,  $2.5  million  or  55.2%  of  total  costs 

o     Operating  costs,  $2.0  million  or  44.8%  of  total  costs.  Major  operation  costs  are: 

•  Data  network  services  ($7 1 9,000) 

•  Indirect/administrative  costs  ($325,000) 

•  Consultant  and  professional  services  ($3 1 1 ,000) 

•  Rent  ($193,000) 

•  Non-debt  service  interest  ($  1 29,000) 

Revenues 

Nearly  all  Bond  Program  revenues  (accounting  entity  06014,  an  enterprise  fund)  are  generated  by  the  difference  between 
interest  rates  on  bonds  sold  and  the  interest  rate  charged  on  loans  to  borrowers.  Since  these  revenues  are  only  receivec 
from  the  trustee  on  an  annual  basis,  a  270  day  fund  balance  is  required  to  provide  adequate  funding  for  the  Bone 
Program  between  draws.  Remaining  revenues  are  received  monthly  from  the  board's  contract  with  the  Montana  Facility 
Finance  Authority. 

Nearly  all  Investment  Program  revenues  (accounting  entity  06527,  an  internal  service  fund)  are  generated  from  charges 
to  each  account  that  the  board  invests.  The  revenue  objective  of  the  Investment  Program  is  to  fairly  assess  the  costs  o 
operations  while  maintaining  a  reasonable  and  prudent  60  day  working  capital  reserve. 

Present  Law  Adjustments 

Statewide  present  law  adjustments  increase  program  costs  by  $613,000  for  the  biennium.  Personal  services  adjustments 
make  up  85%  of  this  adjustment.  Other  large  changes  are  a  $116,000  increase  in  the  ITSD  fixed  cost  allocation  and 
$6,600  increase  in  the  statewide  indirect  cost  allocation. 

DP  7508  -  BOI  Administrative  Costs  Adjustments  HB  576  -  This  request  adds  $1 10,000  for  the  biennium  to  adjust  for 
increases  in  administrative  costs.  Included  are  adjustments  for  such  items  as:  a  2%  increase  in  rent,  increase  in  indirect 
costs  paid  to  the  Director's  Office,  subscription  costs  for  investment  research,  consultant  services,  costs  to  place  minor 
computer  equipment  on  a  five-year  replacement  schedule,  and  increases  for  data  network  costs. 

Proprietary  Rates 

For  the  20 1 3  biennium  the  following  rates  are  proposed  by  the  executive. 
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Requested  Rates  for  Investment  Division 


ee/Rate 


Actual 
FY  2010 


Budgeted 
FY  2011 


Budgeted 
FY  201 2 


Budgeted 
FY  2013 


iOI  Administrative  Fee     $4,869,468     S4,417,089      54,831,041      $4,831,041 

illocation  Methodology:  The  revenue  objective  of  the  Board  of 
ivestments  is  to  assess  the  costs  of  operations  to  each  portfolio  the 
loard  invests  while  attempting  to  maintain  a  reasonable  and  prudent  60 
ay  working  capital  reserve. 


The  rates  approved  by  the  legislature  are  the  maximum  the 
program  may  charge  during  the  biennium.  They  are  not 
the  rates  the  program  must  charge. 


itercap  Programs 

he  Intercap  or  Bond  Programs  are  funded  with 
i  enterprise  type  proprietary  fund.  As  such,  the 
igislature  does  not  appropriate  funds  or  approve 
ites  for  the  program.  Instead,  the  legislature 
iviews  the  report  for  the  enterprise  fund  and 
lentifies  any  concerns  with  the  financial  position  of  the  fund. 


Requested  Rates  for  Enterprise  Funds 


Fee/Rate 


Actual 
FY  2010 


Budgeted 
FY  2011 


Budgeted 
FY  2012 


Budgeted 
FY  2013 


Fees  &  Investment  Revenues 


S3,026,657      $2,092,531      $2,325,926      $2,571,390 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for 
funding. 

the  program  by  year, 

type  of  expenditure,  and  source  of 

Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget                Budget 
Fiscal  20 12          Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Grants 

223,770 
146,917 
725,648 

198,725 

95,011 

725,648 

203,093 
161,570 
600,000 

203,186 
161,524 
600,000 

422,495 

241,928 

1,451,296 

406,279 

323,094 

1,200,000 

(16,216) 

81,166 

(251,296) 

(3.84%) 

33.55% 

(17.32%) 

Total  Costs 

$1,096335 

$1,019384 

$964,663 

$964,710 

$2,115,719 

$1,929373 

($186346) 

(8.81%) 

General  Fund 
State  Special 
Federal  Special 

0 
370,687 
725,648 

0 
293,736 
725,648 

0 
364,663 
600,000 

0 
364,710 
600,000 

0 

664,423 

1,451,296 

0 

729,373 

1,200,000 

0 

64,950 

(251,296) 

n/a 

9.78% 

(17.32%) 

Total  Funds 

$1,096335 

$1,019384 

$964,663 

$964,710 

$2,115,719 

$1,929373 

($186,346) 

(8.81%) 

Program  Description 

The  Director's  Office/Management  Services  Division  provides  the  following  functions: 

o  The  Director's  Office  provides  overall  leadership,  communication,  and  management  support  to  the  Department 
of  Commerce  staff,  programs,  bureaus,  divisions,  and  administratively  attached  boards.  The  office  provides 
executive,  administrative,  legal,  and  policy  direction  along  with  offering  problem-solving  guidance.  The  office 
keeps  abreast  of  department  related  issues  and  acts  in  a  public  relations  and  informational  capacity.  The  office 
works  closely  with  economic  and  community  development  organizations,  businesses,  communities, 
governmental  entities,  elected  officials,  and  the  public  to  diversify  and  expand  the  state's  economic  base.  The. 
office  acts  as  the  liaison  with  private  business,  local  governments,  administratively  attached  boards,  public  and 
private  interest  groups,  the  legislature,  Indian  tribes,  individuals,  other  governmental  agencies,  and  the 
Governor's  Office. 

o  The  Quality  Schools  Grant  Program  (Quality  Schools)  is  a  competitive  grant  program  created  to  provide 
infrastructure  grants,  matching  planning  grants,  and  emergency  grants  to  public  school  districts  in  Montana. 

o  The  Management  Services  Division  (MSD)  provides  internal  support  to  Department  of  Commerce  staff 
programs,  bureaus,  divisions,  and  administratively  attached  boards.  Services  provided  by  the  Managemenl 
Services  Division  include  budgeting,  accounting,  fiscal  management,  internal  controls,  contracting,  purchasing 
asset  management,  information  technology,  human  resources,  payroll,  benefits,  training,  and  assistance  with  the 
implementation  of  and  compliance  with  policies,  rules,  regulations  and  statutes. 

o  The  Montana  Council  on  Developmental  Disabilities  is  a  citizen  based  advocacy  group.  Its  members  are 
appointed  by  the  Governor  and  work  to  provide  increased  independence,  integration,  and  productivity  foi 
persons  with  developmental  disabilities.  The  Council  administers  federal  funds  in  three  major  areas: 

•  Assistance  in  the  provision  of  comprehensive  services  to  persons  with  developmental  disabilities 

•  Assistance  to  the  state  in  appropriate  planning  activities 

•  Contracting  with  public  and  private  agencies  to  establish  model  programs,  demonstrate  innovativ( 
habilitation  techniques,  and  train  professional  and  paraprofessional  personnel  in  providing  service.*' 
to  persons  with  developmental  disabilities 
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Program  Highlights 


Director's  Office 
Major  Budget  Highlights 


Federal  funds  are  $251,000,  or  17.3%,  lower  for  the  2013  biennium  than  the 

201 1  biennium  because  of  reductions  in  Montana  Council  on  Developmental 

Disabilities  grant  funding  to  align  the  budget  to  available  funding 

State  special  funds  are  $65,000,  or  9.8%,  higher  due  to  a  request  to  increase 

funding  for  administrative  costs  of  the  Quality  Schools  Program 

This  division  is  primarily  funded  with  proprietary  funds,  which  do  not  appear 

in  the  table.  The  legislature  approves  the  rate  the  division  can  charge  to  fund 

its  operations 

•      The  division  seeks  an  increase  in  the  rate  from  12.95%  to  13.20% 


•Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Director's  Office 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

02000    Total  State  Special  Funds 

370,687 

33.8% 

364,663 

37.8% 

364,710 

37.8% 

02218  School  Facility  Imprvmnt  Acct 

370,687 

33.8% 

364,663 

37.8% 

364,710 

37.8% 

03000   Total  Federal  Special  Funds 

725,648 

66.2% 

600,000 

62.2% 

600,000 

62.2% 

03441  Ddpac  -  Dev  Disabled  Council 

725,648 

66.2% 

600,000 

62.2% 

600,000 

62.2% 

Grand   Total 

$        1.096.335 

100.0%     $ 

964.663 

100.0% 

i          964.710 

100.0% 

irhe  Montana  Council  on  Developmental  Disabilities  is  entirely  funded  with  federal  special  revenues.  State  special 
revenue  funds  the  Quality  Schools  Program  with  revenues  from  timber  harvest  on  common  school  trust  lands,  mineral 
royalties,  and  riverbed  rental  payments.  The  Director's  Office/Management  Services  Division  is  funded  by  an  internal 
service  proprietary  fund  from  indirect  costs  charged  to  all  agency  programs.  Non-budgeted  proprietary  funds  provide 
151.6%  of  the  funding  for  this  program.  For  further  discussion  of  the  proprietary  funded  portion  of  this  program  refer  to 
fhe  "Proprietary  Rates"  section. 


3udget  Summary  by  Category 

fhe  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


'ludget  Summary  by  Category 


,'udget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget  Fiscal  20 1 ; 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  2013         Fiscal  12-13  of  Budget 


•ase  Budget 

.tatewide  PL  Adjustments 
'ither  PL  Adjustments 
few  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


1,096,335 

(16,599) 

(115,073) 

0 

$964,663 


1,096,335 

(17,194) 

(114,431) 

0 

$964,710 


2,192,670 

(33,793) 

(229,504) 

0 

$1,929^73 


113.65% 

(1.75%) 

(11.90%) 

0.00% 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

FTE 

Genera 
Fund 



General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(12,304) 

(8,459) 

(610) 

4,774 

(12,208 
(8,462 
(587 
4,062sl 

Total  Statewide  Present  Law  Adjustments 

$0 

($16,599) 

$0 

($16,599) 

$0 

($17,194) 

$0 

($17,194 

DP  8108  -  DO  QUALITY  SCHOOLS  ADMINISTRATIVE  COSTS  HB  2 

0.00                        0                10,575                        0 

DP  8109  -  DO  FEDERAL  GRANTS  ADJUSTMENTS  HB  2 

0.00                        0                        0           (125,648) 

10,575 
(125,648) 

0.00 
0.00 

0 
0 

11,217 
0 

0 
(125,648) 

11,211 

(125,648 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$10,575 

($125,648) 

($115,073) 

0.00 

$0 

$11,217 

($125,648) 

($114,431 

Grand  Total  All  Present  Law  Adjustments 
0.00                      $0 

($6,024) 

($125,648) 

($131,672) 

0.00 

$0 

($5,977) 

($125,648) 

($131,625 

DP  8108  -  DO  Quality  Schools  Administrative  Costs  HB  2  -  This  request  adjusts  the  Quality  School  administrative 
funding  to  restore  overtime  cover  additional  printing,  travel,  and  rent  expenses;  and  reduce  other  one-time  cost  areas 
incurred  in  the  base  year. 

DP  8109  -  DO  Federal  Grants  Adjustments  HB  2  -  This  request  reduces  federal  Montana  Council  on  Developmental 
Disabilities  grants  to  the  level  available  for  the  2013  biennium. 

Proprietary  Rates 

Director's  Office/Management  Services  (Commerce  Centralized  Services  -  06542) 

Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06542  shows  the  financial  information  for 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 
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20 1 3  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  20 1 3 


Fund                       Fund  Name                   Agency  #          Agency  Name  Program  Name 

06542     Commerce  Centralized  Services     65010         Dept.  of  Commerce Director's  Office 


Actual     Budgeted     Budgeted     Budgeted 
FY  2010       FY  2011       FY  2012       FY  2013 


Operating  Revenues: 
Administrative  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 

Other  Operating  Revenues 
Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1 

Prior  Period  Adjustments 

Cumulative  effect  of  account  change 
Total  Net  Assets  -  Jury  1  -  As  Restated 
Net  Assets-  June  30  (Fund  Balance) 

60  days  of  expenses 


$1,330,551 

$1,330,551 

$1,242,948 

$1,229,048 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

25.052 

25.000 

25.000 

25.000 

SI. 355.603 

$1,355,551 

$1,267,948 

$1,254,048 

1.285,645 

1,334.658 

1.268.074 

1.266.353 

311.984 

248.987 

241.598 

316.560 

$1,597,629      $1,583,645       $1,509,672       $1,582,913 
($242,027)       ($228,094)       ($241,724)       ($328,865) 


0 

0 

0 

0 

237.389 

237,389 

242,137 

244,558 

0 

0 

0 

0 

$237,389 

$237389 

$242,137 

$244,558 

(4,638) 

9,295 

413 

(84,307) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

($4,638) 

$9,295 

$413 

($84,307) 

215,728 

211,090 

220,385 

220,797 

0 

0 

0 

0 

0 

0 

0 

0 

215.728 

211.090 

220.385 

220.797 

$211,090 

$220385 

$220,797 

$136,490 

266,272 


program  Description 

he  Director's  Office  also  provides  internal  support  to  Department  of  Commerce  staff,  programs,  bureaus,  divisions,  and 
dministratively  attached  boards.  Services  are  provided  by  the  Offices  of  Accounting  and  Budget,  Legal  Affairs, 
iluman  Resources,  Information  Technology,  and  Public  Information. 

j 

■rogram  Narrative 


' xpenses 

jignificant  costs  for  the  program  are  for: 

o     Personal  services  for  1 8.00  FTE,  $1 .3  million  or  83.6%  of  total  costs 
o     Operating  costs,  $0.3  million  with  61 .3%  of  these  costs  due  to: 

•  Rent,  $93,000 

•  Payments  to  the  Information  Technology  Services  Division  of  the  Department  of  Administration, 
$34,800 

•  Travel,  $23,300 

eyenues 


evenues  are  derived  from  an  indirect  cost  charged  on  the  actual  personal  services  expenditures  of  the  following 
visions: 

o     Business  Resources  Division 

o     Montana  Promotion  Division 

o     Energy  Promotion  and  Development  Division 

o     Community  Development  Division 
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o  Montana  Facility  Finance  Authority 

o  Housing  Division 

o  Board  of  Investments 

o  Montana  Heritage  Preservation  and  Development  Commission 

o  Quality  Schools  Facility  Grant  Program 

o  Montana  Council  on  Developmental  Disabilities 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  provided  by  this  program: 
o     General  fund  (22.1%) 
o     State  special  revenue  (29.4%) 
o     Federal  special  revenue  (6.2%) 
o     Other  (42.3%) 

Present  Law  Adjustments 

Statewide  present  law  adjustments  reduce  costs  by  $22,966  in  FY  2012  and  $24,545  in  FY  2013.  The  primary  factors  fo 
the  reduction  are  lower  allocation  of  costs  for  services  purchased  from  the  Information  Technology  Services  Division  o 
the  Department  of  Administration  ($8,000  per  year)  and  reductions  of  personal  services  ($14,000  per  year). 

DP  -  8110  -  DO  Administrative  Costs  Adjustments  -  This  request  annualizes  administrative  costs  such  as  rent,  mino 
computer  hardware,  and  overtime.  The  request  is  for  a  reduction  of  $1,029  in  FY  2012  and  increase  of  $3,791  in  F^ 
2013.  This  request  has  a  minimal  impact  on  the  rates. 

DP-  8 1 1 1  -  DO  Server  Replacements  -  This  request  is  for  $70,000  in  FY  2013  to  replace  servers  based  on  a  five-yea 
replacement  cycle.  This  adjustment  would  increase  the  FY  2013  rate  by  0.35%  over  the  FY  2010  rates. 

Proprietary  Rates 

For  the  2013  biennium  the  following  rates  are  proposed  by  the  executive. 


Requested  Rates  for  Commerce  Centralized  Services 


Fee/Rate  Information 


Actual    Budgeted    Budgeted    Budgeted 
FY2010       FY2011       FY2012       FY2013 


State  Programs  -  Indirect  Cost  Rate         12.95%         12.95%         13.20%         13.20% 
Federal  Programs  -  Indirect  Cost  Rate     12.95%         12.95%         13.20%         13.20% 


The  rates  approved  by  the  legislature  are  th 
maximum  the  program  may  charge  during  th 
biennium.  They  are  not  the  rates  the  prograr 
must  charge. 
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Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of 
Ainding. 


Kgency  Budget  Comparison 

Base 

Approp. 

Budget 

Budget 

Biennium 

Biennium 

Biennium 

Biennium 

iudget  Item 

Fiscal  2010 

Fiscal  20 11 

Fiscal  2012 

Fiscal  20 13 

Fiscal  10-11 

Fiscal  12-13 

Change 

%  Chanee 

TE 

755.10 

755.10 

757.22 

757.22 

755.10 

757.22 

2.12 

0.28% 

'ersonal  Services 

37,392,570 

41,436,981 

42,341,455 

42,333,367 

78,829,551 

84,674,822 

5,845,271 

7.42% 

)perating  Expenses 

20,324,240 

21,629,850 

23,118,609 

23,210,975 

41,954,090 

46,329,584 

4,375,494 

10.43% 

:quipment  &  Intangible  Assets 

274,234 

437,032 

274,234 

274,234 

711,266 

548,468 

(162,798) 

(22.89%) 

irants 

10,452,612 

8,729,072 

11,779,098 

1 1,779,098 

19,181,684 

23,558,196 

4,376,512 

22.82% 

Senefits  &  Claims 

103,300 

126,085 

103,300 

103,300 

229,385 

206,600 

(22,785) 

(9.93%) 

ransfers 

438,265 

636,083 

251,907 

251,907 

1,074,348 

503,814 

(570,534) 

(53.11%) 

)ebt  Service 

3,775 

3,775 

3,775 

3,775 

7,550 

7,550 

0 

0.00% 

Total  Costs 

i 

$68,988,996 

$72,998,878 

$77,872378 

$77,956,656 

$141,987,874 

$155,829,034 

$13,841,160 

9.75% 

jeneral  Fund 

2,308,627 

2,612,713 

2,417,105 

2,427,988 

4,921,340 

4,845,093 

(76,247) 

(1.55%) 

.tate  Special 

35,856,229 

38,237,903 

40,334,522 

40,459,781 

74,094,132 

80,794,303 

6,700,171 

9.04% 

'ederal  Special 

30,767,415 

32,047,983 

35,032,341 

34,980,370 

62,815,398 

70,012,711 

7,197,313 

11.46% 

)ther 

56,725 

100,279 

88,410 

88,517 

157,004 

176,927 

19,923 

12.69% 

Total  Funds 

$68,988,996 

$72,998,878 

$77,872378 

$77,956,656 

$141,987,874 

$155,829,034 

$13,841,160 

9.75% 

,rhe  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
nclude  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
)roprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


Non-HB2  Funds 


Proprietary  -  $234.6M 

FTE -65.75 

Statutory  Appropriations 

FTE  -  0.0 

General  Fund  -  $0.0 

All  Funds  -  $0.9M 


6602  Department  of  Labor  &  Industry 

Keith  Kelly  x3299 

Total  FTE -755.10 

Total  General  Fund  -  S2.3M 

Total  All  Funds -S69.0M 


01  Workforce  Services  Division 

Mike  Cooney  X2648 

FTE  -  294.96 

General  Fund  -  $0.8M 

All  Funds  -  $25.8M 


04  Employment  Relations 

Division 

Jerry  Keck  x1555 

FTE -129.10 

General  Fund  -$1.2M 

All  Funds-  $11. 9M 


02  Unemployment  Insurance 

Division 

Roy  Mulvaney  x2749 

FTE  - 153.00 
General  Fund  -  $0.0 
All  Funds -$12.3M 


05  Business  Standards  Division 

Jack  Kane  x841 -2243 

FTE -150.04 

General  Fund  -$0.0 

All  Funds -$13.9M 


03  Centralized  Services  Division 
Tammy  LaVigne  x3697 

FTE -17.00 

General  Fund  -  $0.3M 

All  Funds  -$1.5M 


07  Office  of  Community  Services 
Jan  Lombardi  x2573 

FTE  -  4.00 

General  Fund  -  $0.1  M 

All  Funds  -  $3.0M 


09  Workers  Compensation  Court 

Judge  James  Jeremiah  Shea  x7794 

FTE  -  7.00 

General  Fund  -  $0.0 

All  Funds  -  $0.6M 
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Agency  Description 

Agency  Mission:    The  purpose  of  the  Department  of  Labor  and  Industry  is  to  promote  the  well-being  of  Montana's' 
workers,  employers,  and  citizens,  and  to  uphold  their  rights  and  responsibilities. 

The  Department  of  Labor  and  Industry  (DOLT)  has  a  number  of  functions.  In  part,  the  department: 

o      Serves  as  an  employment  agency,  provides  job  training  to  assist  individuals  in  preparing  for  and  finding! 

jobs,  and  assists  employers  in  finding  workers 
o     Oversees  federal  and  state  training  and  apprenticeship  programs 
o     Conducts  research  and  collects  employment  statistics 

Administers  the  unemployment  insurance  program  and  disburses  state  unemployment  benefits 

Enforces  state  and  federal  labor  standards,  anti-discrimination  laws,  and  state  and  federal  safety-occupational 

health  laws 

Provides  adjudicative  services  in  labor-management  disputes 

Licenses,  inspects,  tests,  and  certifies  all  weighing  or  measuring  devices  used  in  making  commerci 

transactions  in  the  State  of  Montana 

Provides  administrative  and  clerical  services  to  the  40  professional  boards  and  occupational  licensing 

programs  authorized  by  state  statutes 

Establishes  and  enforces  minimum  building  codes 

Administers  the  federal  AmeriCorps,  Campus  Corps,  and  Volunteer  Montana  programs  through  the  Office 

of  Community  Services 

Oversees  and  regulates  the  Montana  Workers'  Compensation  system 


o 
o 

o 
o 


o 
o 


- 


Organizationally,  the  department  is  divided  into  five  divisions:  1)  Workforce  Services;  2)  Unemployment  Insurance;  3] 
Commissioner's  Office/Centralized  Services;  4)  Employment  Relations;  and  5)  Business  Standards.  The  Office  o 
Community  Services,  Workers'  Compensation  Court,  and  three  boards  are  administratively  attached. 

Agency  Highlights 


Department  of  Labor  and  Industry 
Major  Budget  Highlights 


♦     The  overall  increase  in  the  budget  from  the  2011  biennium  level  is  due 
primarily  to: 

•  Statewide  present  law  adjustments 

•  Significant  increases  in  5  of  the  7  divisions  for  indirect  assessments 

•  Funding   the   incumbent  worker  program  at   the   2011    biennium 
appropriated  level 

•  Funding  for  utilization  and  treatment  guidelines 


Legislative  Action  Issues 


♦  The    executive    would    fund    the    incumbent   worker   program    from    the 
employment  security  account 

♦  Indirect  costs  increase  significantly  over  the  FY  2010  level 

♦  Interim  Committee  Recommendations 

•      The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 
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Vgency  Discussion 

■~}oals  and  Objectives: 

!'.tate  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
;stablish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
.  ollowing: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  20 1 3  biennium. 

:'Q1 3  Biennium  Goals 

Xiring  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
o  consider  during  the  appropriation  process.  The  committee  did  not  recommend  any  goals  for  consideration  by  the  20 1 1 

.egislature. 

Agency  Personal  Services  Narrative 

fhe  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
:xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
:larity. 

o  Labor  Market  Experience  -  The  size  of  applicant  pools  and  number  of  minimally  qualified  applicants  have 
both  increased.  There  is  a  minimal  number  of  openings  that  have  required  multiple  postings,  except  when  the 
position  is  highly  specialized, 
o  Pay  Philosophy  -  The  department  plans  to  use  the  2006  market  rates  unless  a  pay  freeze  is  lifted.  (The 
Governor  has  proposed  a  1%  and  3%  pay  increase  for  state  employees.)  The  agency  is  in  the  early  stages  of 
developing  a  succession  planning  system  tied  to  performance  appraisal.  This  system  can  also  aid  in  identifying 
career  tracks  for  individuals.  Promotion  policies  will  dictate  the  pay  adjustments  associated  with  succession  and 
career  track  placements, 
o  Obstacles  -  There  is  an  increasing  level  of  discontent  regarding  pay  freezes.  The  department  anticipates  this  to 
continue  to  increase  until  the  pay  freeze  is  lifted.  This  may  lead  to  overall  low  morale  in  the  workplace,  which 
could  begin  to  affect  productivity. 

j>%  Reduction  Plan 

statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
i'ollowing  summarizes  the  plan  submitted  for  this  program. 
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Total  5%  Reduction  Plan  Identified  by  DO  LI,  By  Division 

Included  and  Not  Included  in  Executive  Budget 

2013  Biennium 

Program'DP  Number/Description                                                            FTE      General  Fund 

% 
OfTotal 

State  Special 
Revenue 

% 
OfTotal 

Workforce  Services  Division 

0.0% 

68.4% 

1.7% 

$2,189,936 
0 
0 

100.0% 
0.0% 
0.0% 

Not  Included  in  Executive  Budget 

95101  Unspecified  Reduction                                                                                        $0 

95102  Community  College  Student  Growth  Account                                           157,820 

95103  Research  &  Analysis  General  Operating  Reduction                                      3.830 

Total  Workforce  Services  Division                                                                       $161,650 

70.0% 

$2,189,936 

100.0% 

Office  of  Community  Services 

5.3% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95104  General  Operating  Expense  Reduction*                                                  $12,292 

Total  Office  of  Community  Services                                                                       $12,292 

5.3% 

$0 

0.0% 

Employment  Relations  Division 

24.7% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95105  Silicosis  Benefits  Program                                                                     $56,920 

Total  Employment  Relations  Division                                                                     $56,920 

24.7% 

$0 

0.0% 

Total  Reduction  Plan 

0.0% 
100.0% 

$0 
2.189.936 

0.0% 
100.0% 

Included  in  Executive  Budget                                                                                              $0 
Not  Included  in  Executive  Budget                                                                                230.862 

Total  Agency  Reduction  Plan                                                                                    $230  86? 

*2. 189,936 

♦Federal  funds  would  also  be  impacted.  See  the  decision  package  description  for  further  information. 

None  of  the  reductions  listed  on  the  agency's  submitted  5%  reduction  plan  were  included  in  the  executive  budget. 
However,  the  executive  included  a  4%  personal  services  reduction  in  the  Workforce  Services  Division.  This  reduction 
has  been  part  of  the  5%  reduction  plan  submissions  of  other  agencies  in  the  Executive  Branch.  For  a  further  discussion 
of  the  individual  reductions,  please  see  the  individual  program  narratives. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2013  Bieriniurn  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Proprietary 

Grand  Total 

Total  % 

01  Work  Force  Services  Division 

$ 

1,672,779 

S 

19,726,605 

$ 

42,481,011 

$ 

- 

$       63,880,395 

40.99% 

02  Unemployment  Insurance  Divisio 

- 

7,435,051 

19,193,189 

- 

26,628,240 

17.09% 

03  Commissioner's  Office/Csd 

557,480 

1,368,934 

1,160,686 

176,927 

3,264,027 

2.09% 

04  Employment  Relations  Division 

2,367,249 

20,981,576 

1,430,315 

- 

24,779,140 

15.90% 

05  Business  Standards  Division 

- 

29,859,223 

25,342 

- 

29,884,565 

19.18% 

07  Office  Of  Community  Services 

247,585 

78,803 

5,722,168 

- 

6,048,556 

3.88% 

09  Workers  Compensation  Court 
Grand  Total 

. 

S_ 

1,344,111 
80.794.303 

- 

- 

1.344,111 
%      155.829.034 

0.86% 
100.00% 

$_ 

4,845.093 

$ 

70.012.711 

£_ 

176.927 

Statutory  Appropriations 

The  following  table  shows  the  total  statutory  appropriations  associated  with  this  agency.  Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
associated  policy. 


LFD  Budget  Analysis 


A-272 


2013Bienniui 


602  -  DEPARTMENT  OF  LABOR  &  INDUSTRY 


" 


SUMMARY 


\s  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1 )  those  where  the 
gency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
iperations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


Judget  Summary  by  Category 

Tie  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Statutory  Appropriations 
Department  of  Labor  and  Industry 

Purpose                                                                                                  MCA  # 

Fund 
Source 

Fiscal 
2010 

Fiscal 
2012 

Fiscal 
2013 

No  Direct  Bearing  on  Agency  Operations 

SSR 
SSR 

$4,770 

883,970 

$888,740 

$4,770 

883,970 

$888,740 

$4,770 

883,970 

$888,740 

Payment  of  real  estate  claims  for  unsatisfied  judgments                  37-50-501 
Direct  Bearing  on  Agency  Operations 

Payment  of  uninsured  benefits  for  workers  compensation  claims     39-71-503 
Total  Statutory  Appropriations 

udget  Summary  by  Category 


udget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget                Biennium 
Fiscal  2013          Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget                 Biennium 
Fiscal  2013            Fiscal  12-13 

Percent 

of  Budget 

2,308,627 

1 50,200 

36,836 

(78,558) 

$2,417,105 

2,308,627 

161,420 

36,299 

(78,358) 

$2,427,988 

4,617,254 

311,620 

73,135 

(156,916) 

$4,845,093 

95.30% 
6.43% 
1.51% 

(3.24%) 

68,988,996 

6,056,016 

1,984,434 

842,932 

$77,872,378 

68,988,996 

6,066,805 

2,058,262 

842,593 

$77,956,656 

137,977,992 

12,122,821 

4,042,696 

1,685,525 

$155,829,034 

88.54% 
7.78% 
2.59% 
1.08% 

ase  Budget 

tatewide  PL  Adjustments 
>ther  PL  Adjustments 
ew  Proposals 

Total  Budget 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

294.96 

294.96 

294.08 

294.08 

294.96 

294.08 

(0.88) 

(0.30%) 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Grants 
Transfers 

12,208,560 

5,340,350 

50,261 

7,993,376 

171,867 

15,746,286 

6,263,839 

21,288 

6,561,404 

171,924 

15,829,958 

6,601,621 

50,261 

9,319,862 

171,867 

15,822,126 

6,542,710 

50,261 

9,319,862 

171,867 

27,954,846 

11,604,189 

71,549 

14,554,780 

343,791 

31,652,084 

13,144,331 

100,522 

18,639,724 
343,734 

3,697,238 

1,540,142 

28,973 

4,084,944 

(57) 

13.23% 
13.27% 
40.49% 
28.07%  ; 
(0.02%) 

Total  Costs 

$25,764,414 

$28,764,741 

$31,973369 

$31,906,826 

$54,529,155 

$63,880395 

$9351,240 

17.15% 

General  Fund 
State  Special 
Federal  Special 

763,335 
7,203,658 
17,797,421 

1,050,461 

8,355,751 

19,358,529 

834,742 

9,848,119 

21,290,708 

838,037 

9,878,486 

21,190,303 

1,813,796 
15,559,409 
37,155,950 

1,672,779 
19,726,605 
42,481,011 

(141,017) 
4,167,196 
5,325,061 

(7.77%) 
26.78%  : 
14.33%  ■ 

Total  Funds 

$25,764,414 

$28,764,741 

$31,973369 

$31,906,826 

$54,529,155 

$63,880395 

$9351,240 

17.15%! 

Program  Description 

The  Workforce  Services  Division  (WSD)  operates  through  four  bureaus.  The  Job  Service  Operations  Bureau  (formally 
called  the  Field  Operations  Bureau)  operates  and  manages  services  for  a  network  of  25  Job  Service  Workforce  Centers, 
the  majority  of  which  are  part  of  the  One-Stop  workforce  development  and  support  system  under  the  federal  Workforce 
Investment  Act  (WIA).  The  Job  Service  Operations  Bureau  performs  services  that  include  retraining  and  reemploymeni 
services  for  laid-off  workers  and  employment  and  training  services  for  people  transitioning  from  welfare  to  work,  as  wel. 
as  for  youth,  veterans,  seasonal  and  migrant  farm  workers,  and  general  job  seekers. 

The  newly  created  (2009)  21st  Century  Workforce  Technology  Apprenticeship  and  Training  bureau  includes  thi 
Apprenticeship  and  Training  program,  the  Jobs  for  Montana  Graduates  (JMG),  and  the  Incumbent  Worker  Training 
program.  The  bureau  also  houses  the  State  Workforce  Investment  Board,  which  is  a  WIA  mandated  advisory  council 
responsible  for  advising  the  administration  regarding  the  creation  and  implementation  of  the  statewide  workforce 
development  system. 

The  Statewide  Workforce  Programs  and  Oversight  Bureau  provides  the  administrative  oversight,  regulatory,  ancl 
reporting  functions  for  the  division's  state  and  federal  programs,  and  in  particular  the  statewide  implementation  of  the 
Workforce  Investment  Act. 


Working  in  conjunction  with  the  U.S.  Bureau  of  Labor  Statistics,  the  Research  and  Analysis  Bureau  collects  an< 
produces  labor  market  and  additional  economic  statistical  information.  The  bureau  produces  a  number  of  publication: 
providing  economic  and  market  analysis  including  monthly  employment  statistics.  The  bureau  provides  informationa 
support  to  a  number  of  state  agencies  and  educational  facilities. 

Program  Highlights 


Workforce  Services  Division 
Major  Budget  Highlights 


The  executive's  proposed  budget  increases  by   17.2%  from  the  previous 

biennium  due  to  statewide  adjustments  and  additional  funding  for  grant 

programs 

A   proposed   4%   personal    services    reduction   eliminates    an   0.88    FTE 

employment  specialist  position  that  is  currently  vacant 
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Program  Narrative 

,5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
•following  summarizes  the  plan  submitted  for  this  program. 

jNone  of  the  items  contained  in  the  agency's  5%  reduction  plan  are  included  in  the  executive's  proposed  budget.  The 
'Workforce  Services  Division  portion  of  the  plan  accounts  for  70%  of  the  agency's  general  fund  reductions  and  all  of  the 
agency's  state  special  revenue  reductions. 

'The  two  items  that  make  up  the  general  fund  reductions  are  for  the  Community  College  Student  Growth  (CCSG) 
program  and  for  the  travel  and  expenses  in  the  Research  and  Analysis  Bureau.  Although  there  were  no  general  fund 
expenditures  made  for  the  CCSG  program  in  the  base  year  and  therefore  no  base  budget  for  the  program,  the  Governor  is 
applying  $157,820  in  general  fund  reductions  to  the  program.  The  agency  reports  that  the  impact  to  the  programs  from 
■these  reductions  would  be  unknown. 

As  required  by  law  the  agency  is  to  propose  reductions  to  the  general  fund  and  state  special  revenue  accounts  in  the 
iimount  of  5%  of  its  base  budgets.  One  exception  to  this  is  that  state  special  revenue  accounts  that  retain  their  investment 
earnings  are  not  subject  to  the  calculation.  In  the  5%  reduction  plan  that  was  submitted  by  the  agency,  the  Employment 
Security  Account  (ESA),  an  account  that  retains  its  investment  earnings  and  is  therefore  exempt  from  the  5%  calculation, 
\s  being  used  to  accommodate  the  agency's  entire  state  special  revenue  reduction.  This  expenditure  reduction  from  the 
ESA  will  have  no  impact  on  the  general  fund  balance  and  since  the  revenue  in  to  the  account  is  from  an  administrative 
assessment  against  employer  payroll,  the  rate  of  which  is  set  in  statute,  the  reduction  will  have  no  impact  on  the  revenue 
Collected  and  only  serve  to  increase  fund  balance  in  the  account. 


The  agency  states  that  the  impact  of  this  reduction  would  be  the  elimination  of  up  to  10.0  FTE.  These  positions  would 
oe  predominately  employment  specialist  positions.  The  program  currently  has  17  vacant  employment  specialist 
positions. 

Funding 

rhe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
Ihe  Governor. 


* 


Program  Funding  Table 

Work  Force  Services  Divis 

ion 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000 

Total  General  Fund 

$          763335 

3.0% 

s 

834,742 

2.6%     $ 

838,037 

2.6% 

01 100  General  Fund 

763335 

3.0% 

834,742 

2.6% 

838.037 

2.6% 

02000 

Total  State  Special  Funds 

7,203,658 

28.0% 

9,848,119 

30.8% 

9,878,486 

31.0% 

02258  Employment  Security  Account 

7,124,182 

27.7% 

9,751,829 

30.5% 

9,782,852 

30.7% 

02455  Workers'  Comp  Regulation 

79,476 

03% 

96,290 

0.3% 

95,634 

0.3% 

03000 

Total  Federal  Special  Funds 

17,797,421 

69.1% 

21390,708 

66.6% 

21,190303 

66.4% 

03124  Employment  Tmg  Grants 

7382,829 

28.7% 

8,750,782 

27.4% 

8,755,839 

27.4% 

03128  L  &  I  Federal  Funding 

277,095 

.    1.1% 

334,397 

1.0% 

333,666 

1.0% 

03131  Osha  Stat  PrgmFed.St  Sdy 

79,501 

0.3% 

95,818 

03% 

95,662 

0.3% 

03194  Research/Analysis  Cm 

759339 

2.9% 

924,392 

2.9% 

922,653 

2.9% 

03297  Labor  And  Industry  Veteran  Gra 

793382 

3.1% 

879,558 

2.8% 

884,707 

2.8% 

03682  Wagner  Peyser 

4,849,949 

18.8% 

5307335 

16.3% 

5336,911 

16.4% 

03692  Alien  Labor  Certification(Alc) 

85,147 

03% 

95,708 

0.3% 

96,048 

0.3% 

03693  Wrk  Opportunities  TxCrdt/Wotc 

38330 

0.1% 

63,919 

0.2% 

62,926 

0.2% 

03694  Trade  Adjustment  Assist/Nafta 

3,525,059 

13.7% 

4,930,114 

15.4% 

4,793322 

15.0% 

03954  Ui  Administrative  Grants 

7.090 

0.0% 

8,685 

0.0% 

8.669 

0.0% 

Grand 

Total 

S     25.764.414 

100.0% 

s 

31.973.569 

100.0%     S 

31.906.826 

100.0% 
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About  66.5%  of  the  total  funding  for  the  Workforce  Services  Division  is  from  federal  special  revenue.  Nearly  90%  of; 
this  funding  is  from  three  federal  programs:  the  Wagner-Peyser  Act,  the  Workforce  Investment  Act,  and  the  Trade 
Adjustment  Assistance  program  (Trade  Act  of  1974). 

30%  of  the  total  funding  and  nearly  all  of  the  state  special  revenue  funding  is  from  the  Employment  Security  Account. 
The  revenue  for  this  account  is  received  from  an  administrative  assessment  against  payroll  amounts  of  Montana 
employers.  Statute  enumerates  the  uses  of  the  fund,  including  the  operating  expenses  of  the  Job  Service  offices  which 
accounts  for  nearly  all  of  the  use  of  the  funding  in  this  division. 

General  fund  supports  a  portion  of  the  21st  Century  Workforce  and  the  Research  and  Analysis  bureaus.  General  funded 
programs  include  the  Jobs  for  Montana  Graduates  and  the  Community  College  Student  Growth  programs. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

763,335 

129,005 

20,960 

(78,558) 

$834,742 

763,335 

132,396 

20,664 

(78,358) 

$838,037 

1,526,670 

261,401 

41,624 

(156,916) 

$1,672,779 

91.27% 

15.63% 

2.49% 

(9.38%) 

25,764,414 

4,307,91 1 

1,244,802 

656,442 

$31,973,569 

25,764,414 

4,249,484 

1,236,286 

656,642 

$31,906,826 

51,528,828 
8,557,395 
2,481,088 
1,313,084 

$63,880395 

80.66% 
13.40% 
3.88% 
2.06% 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

4,362,642 

(662,686) 

(44,015) 

651,970 

4,354,2' 
(662,35 
(42,45  1 
600.0  f 

Total  Statewide  Present  Law  Adjustments 
$129,005 

$1,839396 

$2339310 

$4307,911 

$132396 

$1,872,648 

$2344,440 

$4,249,45 

DP  101  -  WSD  Indirect  Rate  Adjustment 

0.00               20,960 
DP  1 02  -  Incumbent  Worker  Program 

0.00                        0 
DP  1 05  -  Displaced  Homemaker  Increase 

0.00                        0 
DP  106  -  Motor  Pool  Reduction 

0.00                        0 

209,313 

560,980 

37,000 

(2,228) 

423,978 
0 
0 

(5,201) 

654,251 

560,980 

37,000 

(7,429) 

0.00 
0.00 
0.00 
0.00 

20,664 
0 
0 
0 

206,428 

560,980 

37,000 

(2,228) 

418,643 
0 
0 

(5,201) 

645,7.;  1 
560,9>| 

Total  Other  Present  Law  Adjustments 

0.00             $20,960 

$805,065 

$418,777 

$1,244,802 

0.00 

$20,664 

$802,180 

$413,442 

$1,236,21 

Grand  Total  All  Present  Law  Adjustments 

0.00            $149,965 

$2,644,461 

$2,758,287 

$5352,713 

0.00 

$153,060 

$2,674,828 

$2,657,882 

$5,485,7|| 

■ 
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Program  Personal  Services  Narrative 

fhe  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
•xamining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
parity. 

o  Pay  Plan  Exceptions  -  The  Workforce  Services  Division  follows  the  agency  pay  plan  for  all  occupations 
without  exceptions. 

o  Program  Specific  Obstacles  -  The  program  reports  that  it  is  difficult  to  recruit  for  case  manager  positions  as 
they  require  skills  similar  to  those  of  a  social  worker.  However,  pay  is  not  equitable  to  what  is  offered  in  the 
private  sector  process.  Further,  recruitment  for  positions  can  be  a  lengthy  process  and  applicants  may  find  other 
work  before  the  process  is  complete.  Other  factors  such  as  pay  freeze,  lack  of  position  flexibility,  and  unknown 
future  pay  raise  possibilities  provide  difficulties  for  the  program  in  competing  with  the  private  sector  and  other 
state  agencies. 

o  Vacancy  -  The  program  has  experienced  turnover  in  entry  level  staff  finding  better  paying  jobs  elsewhere.  The 
program  reports  an  increased  demand  to  provide  more  services  or  fulfill  grant,  legislative,  and  contractual 
obligations  that  increase  workload  and  reporting  requirements.  There  is  some  concern  that  this  will  result  in 
increased  vacancies  if  staffing  levels  are  not  adequate  for  the  workload.  In  the  field  of  Information 
Technology,  programming  positions  have  extended  vacancies.  These  positions  are  difficult  to  recruit  due  to  the 
lack  of  qualified  applicants  and  outside  market  competition  factors.  WSD  also  experiences  difficulty  recruiting 
programmers  with  application  specific  qualifications. 

The  job  services  offices  have  seen  a  large  increase  in  the  number  of  job  seekers  visiting  the  offices.  Vacancies 
and  high  turnover  cause  an  increase  in  workload  to  other  employees,  which  results  in  overtime  required  to  meet 
deadlines  and  contract  deliverables.  The  division  utilizes  sharing  resources  through  regionalization  which  allows 
them  to  minimize  the  impact  of  vacancies. 


i 


In  an  effort  to  reduced  unwanted  vacancy,  the  program  offers  tele-work  opportunities,  flexible  work  schedules, 

and  increased  training  on  job  duties  as  well  as  managing  workloads  and  stress,  better  coordination,  and 

flexibility  implemented  by  regional  directors  to  manage  workload  across  regions  and  state. 

Legislatively  Applied  Vacancy  Savings  -  The  division  used  budget  amendment  authority  and  contracts  to  keep 

positions  filled. 

Pay/Position  Changes  -  During  the  base  year  the  program  provided  pay  changes  outside  of  HB  1 3  that  included 

market  adjustments  in  29  positions  with  an  average  increase  of  2.9%.    A  single  supervisory  adjustment  and  a 

single  training  assignment  progression  were  made  as  well.    These  adjustments  were  made  by  holding  vacant 

positions  open  longer,  holding  a  higher  vacancy  savings,  and  funding  various  base  FTE  using  American 

Reinvestment  and  Recovery  Act  budget  authority. 

Retirements  -  The  program  is  currently  in  the  planning  phase  of  succession  planning.   Several  factors  are  being 

considered  that  include  recruiting  and  reorganization  options.  84  employees  will  be  eligible  for  retirement  in  the 

coming  biennium  with  a  compensated  absence  liability  of  $555,704. 

|)P  101  -  WSD  Indirect  Rate  Adjustment  -  The  Workforce  Services  Division  is  requesting  funds  to  meet  anticipated 
djusted  costs  for  the  negotiated  CAP  and  the  Office  of  Information  Technology  (OTT)  network  support  indirect  cost 
'ites. 

>P  102  -  Incumbent  Worker  Program  -  The  21st  Century  Bureau,  which  administers  this  program,  experienced  a  delay 
l  implementing  the  program.  The  amount  requested  equals  the  estimated  unspent  appropriation  authority.  The  total 
mount  requested  is  $560,980  state  special  revenue  in  each  year  of  the  biennium. 


■ 


:OMMENT 


For  a  discussion  of  the  employment  security  account,  please  see  the  Agency  Summary  section  of  this 
narrative. 
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DP  105  -  Displaced  Homemaker  Increase  -  Workforce  Services  Division  is  requesting  $37,000  state  special  revenue  in 
each  year  of  the  2013  biennium  to  expand  the  existing  Displaced  Homemaker  Program. 

DP  1 06  -  Motor  Pool  Reduction  -  The  Workforce  Services  Division  is  requesting  a  cost  reduction  of  $7,429  state  special 
and  federal  revenue  in  each  year  of  the  biennium  to  offset  costs  for  one  leased  vehicle  returned  to  Motor  Pool  in  FY? 
2010. 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  20 13 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

DP  1 07  -  Increased  Federal  Grant  T AA 

01               0.00                        0 

DP  55400  -  4%  Personal  Services  Reduction 

01            (0.88)            (78,558) 

Total            (0.88)           ($78358) 

0 

0 

$0 

735,000 

0 

$735,000 

735,000 
(78,558) 
$656,442 

0.00 
(0.88) 
(0.88) 

0 

(78,358) 

($78358) 

0 

0 

$0 

735,000 

0 

$735,000 

735,000' 
(78,358)' 
$656,642 

DP  107  -  Increased  Federal  Grant  TAA  -  The  Workforce  Services  Division  projects  an  increase  to  its  initial  federal 
award  for  Trade  Adjustment  Assistance  (TAA)  of  $735,000  over  TAA  base  expenditures  of  $3,512,367  in  FY  2010.  The 
initial  TAA  allocation  has  grown  steadily  over  the  last  few  biennia  and  most  recently  is  estimated  to  show  a  21% 
increase  for  the  federal  FY  201 1  grant. 

DP  55400  -  4%  Personal  Services  Reduction  -  The  Governor  has  included  a  4%  reduction  in  general  fund  personal; 
services  budgets  as  a  part  of  his  budget  recommendations.   This  decision  package  reduces  the  Workforce  Services 
Division  by  $78,558  in  FY  2012  and  $78,358  in  FY  2013  to  implement  the  budget  reduction.  The  reduction  includes  the 
elimination  of  .88  FTE. 

Proprietary  Rates 

Proprietary  Program  Description 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06051  shows  the  financial  information  foi 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive,  but  the  LFD  has  edited 
and  reconfigured  the  table  for  clarity. 

Proprietary  Program  Description 

The  Montana  Career  Information  System  (MCIS)  has  been  active  in  Montana  since  1980.  The  purpose  of  MCIS  is  tcj 
deliver  current  career  and  labor  market  information  to  Montanans  in  an  easy-to-use  and  easy-to-understand  format.  This  I 
is  the  only  career  information  delivery  system  in  the  country  that  has  specific  Montana  labor  market  informatior 
included  in  each  file.  MCIS  is  currently  being  funded  by  a  College  Access  Challenge  Grant  for  a  wide  variety  of  users: 
job  service  offices,  vocational  rehabilitation  offices,  high  schools,  community  colleges,  universities,  tribal  colleges 
educational  and  training  agencies,  home  use,  and  adult  education  programs.  This  funding  pays  for  the  majority  of  the 
expenses  of  the  system  including  personal  services  and  operating  expenses  outside  of  the  optional  components.  This 
funding  and  the  associated  expenses  are  not  shown  in  the  table  above  because  they  are  recorded  against  the  federal  funds 
in  a  separate  account;  the  budget  authority  being  granted  by  the  Governor  through  a  budget  amendment.  These  expenses 
are  not  recorded  in  the  base  budget  for  the  program.  The  grant  funding  is  for  federal  fiscal  years  201 1  and  2012.  Wher 
the  grant  ends,  MCIS  will  re-apply  for  the  current  grant  funding,  seek  other  funding  or  resort  back  to  license  fees  for  the 
basic  system.    There  are  currently  optional  components  of  MCIS  not  funded  by  the  grant  such  as  IDEAS  (an  interes' 
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inventory),  Peterson  Practice  Tests, 
and  Dependable  Strengths  that 
.equires  the  program  to  collect  fees 
Associated  with  each  optional 
:omponent. 

Expenses 

(The  expenses  of  the  proprietary 
Drogram  are  limited  to  the  operational 
expenses  of  the  optional  features. 
These  are  typically  site  specific 
"licensing  fees. 

Revenues 

Revenue  is  generated  through  fees  for 
purchase  of  a  one  year  optional 
component  license. 


Proprietary  Rates 

IDEAS   Assessment:    $100  per  site 

license  per  year. 

^Dependable  Strengths:  $200  per  site  license  per  year. 

■Peterson's  Academic  Practice  Tests:  (per  site,  per  practice  test  package) 

Enrollment  up  to  200  -  $225 

Enrollment  201-500 -$275 

'Enrollment  over  500  -  $325 

Peterson's  Civil  Service  Practice  Test  Package:  (per  site) 

Schools  -  $200 

Agencies  -  $225 


2013  Biennium  Report  on  Internal  Service 

and  Ente 

pri 

se  Funds 

Budgeted 

Fund       Fund  Name      Agency 

6051        MT  Career        66020 

hfo  System 

Agency  Name 
Dept.  of  Labor  &  hdustry 

Program  Name 
Workforce  Services 

Jt/t 

ion 

Actual 

Budgeted 

Budgeted 

Operathg  Revenues: 

FY10 

FY11 

FY12 

FY13 

Charges  for  Services 

$ 

73,530 

S 

65,100 

$ 

65,100 

$ 

65,100 

Total  Operatiig  Revenue 

$ 

73,530 

$ 

65,100 

$ 

65,100 

$ 

65,100 

Operating  Expenses: 

Other  Operating  Expenses 

$ 

37,165 

$ 

60,772 

S 

37,165 

$ 

37,165 

Total  Operating  Expenses 

$ 

37,165 

$ 

60,772 

$ 

37,165 

$ 

37,165 

Operating  Income  (Loss) 

36,365 

4,328 

27,935 

27,935 

Total  Net  Assets-  Beginning  of  Fscal  Year 

21,957 

58,322 

62,650 

90,585 

Prior  Period  Adjustments 

- 

- 

- 

- 

Cumulative  effect  of  account  change 

- 

- 

- 

Net  Assets-  End  of  Fiscal  Year 

58,322 

62,650 

90,585 

118,520 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  o)| 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

153.00 

153.00 

156.00 

156.00 

153.00 

156.00 

3.00 

1.96% 

Personal  Services 
Operating  Expenses 
Transfers 
Debt  Service 

7,734,008 

4,396,957 

186,358 

3,775 

7,877,361 

4,349,603 

188,885 

3,775 

8,168,234 

5,118,387 

0 

3,775 

8,172,129 

5,161,940 

0 

3,775 

15,611,369 

8,746,560 

375,243 

7,550 

16,340,363 

10,280,327 

0 

7,550 

728,994 

1,533,767 

(375,243) 

0 

4.67% 

17.54% 

(100.00%) 

0.00% 

Total  Costs 

$12,321,098 

$12,419,624 

$13,290396 

$13337,844 

$24,740,722 

$26,628,240 

$1,887318 

7.63% 

State  Special 
Federal  Special 
Other 

3,444,602 

8,876,496 

0 

3,736,669 

8,682,955 

0 

3,716,424 

9,573,972 

0 

3,718,627 

9,619,217 

0 

7,181,271 

17,559,451 

0 

7,435,051 

19,193,189 

0 

253,780 

1,633,738 

0 

3.53% 
9.30% 

n/a 

Total  Funds 

$12321,098 

$12,419,624 

$13,290396 

$13337,844 

$24,740,722 

$26,628,240 

$1,887318 

7.63% 

Program  Description 

The  Unemployment  Insurance  (UI)  Division  administers  the  state  unemployment  insurance  law  and  related  federa 
programs,  which  provide  temporary,  partial  wage  replacement  to  unemployed  workers.    The  bureaus  are:  Contributions 
Claims  Processing,  and  Program  Support.     The  Contributions  Bureau  is  responsible  for  UI  employer  registration 
contribution  rate  assignments,  tax  and  wage  report  collection,  wage  revisions,  and  employer  audits.     The  Claim 
Processing  Bureau  has  two  claims  processing  centers  (Billings  and  Helena)  that  file  and  process  claims  (monetar, 
eligibility,  issue  investigation,  adjudication,  and  employer  charging)  and  respond  to  all  UI  claim  related  inquires.   ThJ 
Claims  Processing  Bureau  is  also  responsible  for  Trade  Readjustment  Assistance,  military,  federal,  and  multi-stat  I 
claims.      The  Program  Support  Bureau  manages  the  information  technology  systems  and  infrastructure,  the  divisioi' 
budget  and  accounting,  and  the  UI  trust  fund.  They  also  provide  management  analysis  and  research  for  economic  i 
program  management,  reporting,  and  legislative  purposes  in  addition  to  operating  tax  and  benefit  quality  control,  benefi 
payment  control,  and  integrity  programs. 

Program  Highlights 


Unemployment  Insurance  Division 
Major  Budget  Highlights 


The  Governor's  proposed  budget  increases  by  7.63%  from  the  previous 

biennium  substantially  due  to  statewide  present  law  adjustments 

The  pay-off  of  a  UI  bond  issue  in  FY  2011  reduces  requested  funding  by 

$372,716  over  the  biennium,  but  is  partially  offset  by  a  requested  increase  in 

general  operating  expenses  funded  from  state  and  federal  sources 

The  executive  has  requested  the  addition  of  3.0  FTE  for  UI  modernization 

activities    adopted    in    conjunction    with    the    American    Recovery    and 

Reinvestment  Act  (ARRA) 

Proprietary  program  funding  for  Unemployment  Insurance  benefits  decreases 

by  $99  million  over  the  biennium  due  to  an  anticipated  stabilization  of  the 

economy 


Major  LFD  Issues 


♦     The  proposed  funding  source  for  additional  FTE  is  not  on-going 
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funding 

(Tie  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
he  Governor. 


I 


I 


I 


Program 

Funding  Table 

Unemployment  Insurance  Di 

visio 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY2012 

FY  2013 

FY  2013 

02000    Total  State  Special  Funds 

$       3,444,602 

28.0% 

$ 

3,716,424 

28.0%     S       3,718,627 

27.9% 

02258  Employment  Security  Account 

3,404,602 

27.6% 

3,665,424 

27.6% 

3,667,627 

27.5% 

02315  Dli  Info  Exchange/Rental 

40,000 

0.3% 

51,000 

0.4% 

51,000 

0.4% 

03000    Total  Federal  Special  Funds 

8,876,496 

72.0% 

9,573,972 

72.0% 

9,619,217 

72.1% 

03278  Ui  Penalty  &  Interest 

476,543 

3.9% 

525,000 

4.0% 

525,000 

3.9% 

03389  Area  Ui  Modernization 

- 

- 

186,490 

1.4% 

185,951 

1.4% 

03954  Ui  Administrative  Grants 

8,213,596 

66.7% 

8,862,482 

66.7% 

8,908,266 

66.8% 

03967  Ui  Reed  Act 
Grand   Total 

186.357 
S      12.32 1.098 

1.5% 
100.0% 

. 

. 

, 

. 

$ 

13.290.396 

100.0%     $      13,337.844 

100.0% 

jhe  HB  2  funded  functions  of  the  Unemployment  Insurance  Division  are  the  administrative  and  operational  portions  of 
he  program's  budget.  This  accounts  for  just  under  7%  of  the  total  funding  for  the  program  with  the  proprietary  claims 
ind  benefit  payment  functions  accounting  for  just  over  93%.  The  administrative  and  operational  functions  in  HB2  are 
i:unded  through  administrative  grants  of  federal  special  revenue  and  state  special  revenue  from  the  Employment  Security 
\ccount,  which  is  an  assessment  charged  to  employers  as  a  percentage  of  their  payroll.  The  proprietary  program  is 
iiscussed  at  the  end  of  this  section. 

budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


'iudget  Summary  by  Category 


jiudget  Item 


-General  Fund- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal2012  Fiscal  2013         Fiscal  12-13  ofBudget 


I 

liase  Budget 

Statewide  PL  Adjustments 

l)theT  PL  Adjustments 

Jew  Proposals 

Total  Budget 


0 
0 
0 
0 

so 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


12,321,098 

738,008 

44,800 

186,490 


12,321,098 

789,877 

40,918 

185,951 


24,642,196 

1,527,885 

85,718 

372,441 


S13.290.396        $13337,844        $26,628,240 


92.54% 
5.74% 
0.32% 
1.40% 


'resent  Law  Adjustments 

fne  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.   Decisions  on  these 
terns  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
inscriptions. 
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Present  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  20 1 3 

General  State  Federal 

Fund  Special  Special 


Total 
Funds 


Personal  Services 

544,560 

Vacancy  Savings 

(330,851) 

Inflation/Deflation 

29,681 

Fixed  Costs 

494,618 

Total  Statewide  Present  Law  Adjustments 

$0 

$208,535 

$529,473 

$738,008 

DP  201  -  Ul  Indirect  Rate  Adjustment 

0.00                       0 

20,677 

85,481 

106,158 

0.00 

DP  202  -  UI  Operating  Increase 

0.00                        0 

42,610 

(103,968) 

(61,358) 

0.00 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$63,287 

($18,487) 

$44,800 

0.00 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$271,822 

$510,986 

$782,808 

0.00 

549,051 

(331,029! 

29,921 

541,925 


$0  $213,807  $576,070  $789,87' 

0  19,037  83,239  102,27* 

0  41,181  (102,539)  (61,358 


$0  $60,218  ($19300) 


$40,911 


$0  $274,025  $556,770  $830,791 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  UI  had  one  pay  exception  in  September  2009.  This  position  was  for  a  computer  systemsi : 
analyst.  This  was  a  retention  pay  exception.    The  experience,  skills,  and  abilities  this  employee  possessed  was} 
needed  to  avoid  extreme  delays  in  implementing  new  federal  and  state  programs  to  assist  the  unemployed  in  all 
timely  manner. 

o     Program  Specific  Obstacles  -  The  agency  reports  that  the  increased  workload  from  the  economic  downturn  has, 
created  difficulties  in  attracting  and  retaining  employees.     The  change  from  multiple  narrow  grades   to  larger 
pay  bands  has  created  management  hurdles  due  to  the  lack  of  clear  steps  of  pay  progression  coupled  with  a  pay  | 
freeze  that  is  manifesting  itself  as  a  perceived  inability  to  differentiate  pay  and  responsibilities  based  on  common  | 
factors  like  longevity  and  competency. 

o  Vacancy  -  Although  the  agency  cites  the  stress  and  additional  workload  of  the  program  as  obstacles  tol 
recruitment  and  retention  of  employees,  the  economic  downturn  has  also  limited  vacancies  with  the  exception  of  i 
temporary  workers  who  leave  the  division  when  they  find  permanent  work. 

o     Legislatively  Applied  Vacancy  Savings  -  The  legislatively  applied  vacancy  savings  was  achieved  by  the 
division  holding  open  positions  that  were  vacated  due  to  retirements  and  employee  turnover. 

o     Pay/Position  Changes  -  Pay  increases  were  the  result  of  market  adjustments  per  the  department's  adopted  pay 
plan,    which    included   movement    within    a   band,    completion    of  training    assignments,    and    employee 
advancement/promotions.  There  was  one  strategic  pay  adjustment  to  retain  an  employee  with  unique  knowledge  i 
and  skills  critical  to  the  work  unit  as  noted  in  the  pay  plan  exceptions  section  above. 

o     Retirements  -  There  will  be  41  division  employees  eligible  to  retire  in  the  upcoming  biennium  with  a  total 
compensated  liability  of  $425,223.  The  division  is  taking  steps  to  cross  train  employees  to  mitigate  the  impacts  I 
of  these  potential  retirements. 

DP  201  -  UI  Indirect  Rate  Adjustment  -  The  Unemployment  Insurance  Division  (UTD)  is  requesting  $106,158  for  FY  < 
2012  and  $102,276  for  FY  2013  to  meet  anticipated  adjusted  costs  for  the  negotiated  CAP  and  the  Office  of  Informatior  I 
Technology  (OIT)  network  support  indirect  cost  rates. 

DP  202  -  UI  Operating  Increase  -  The  Unemployment  Insurance  Division  is  requesting  base  adjustments  in  overtime  anc  I 
an  increase  related  to  workload  which  includes  legal  fees,  interpreter  services,  Secretary  of  State  Web  access  charges  anc  i 
bank  service  charges.  This  request  also  eliminates  the  amount  for  the  UI  bond  payment.  Final  payment  was  made  in  F\  ( 
2011.   The  total  decision  package  is  a  reduction  in  funding  of  ($61,358)  in  FY  2012  and  ($61,358)  in  FY  2013.   The  j 
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increase  in  operating  is  funded  by  federal  and  state  authority,  and  the  elimination  of  the  bond  payment  is  a  reduction  in 
"federal  authority. 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
jf  each  new  proposal  are  included  in  the  individual  program  narratives. 


■Jew  Proposals 

Fisca 

General 
Fund 

1  2012 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

< 

Program                FTE 

State 
Special 

Federal 
Special 

Total 
Funds 

h?  203  -  UI  Modernization  -3  FTE 
02               3.00 

Total               3.00 

0 
SO 

0 
$0 

186,490 
$186,490 

186,490 
$186,490 

3.00 
3.00 

0 
$0 

0 
$0 

185,951 
$185,951 

185,951 
$185,951 

OP  203  -  UI  Modernization  -3  FTE  -  The  2009  Legislature  implemented  new  Unemployment  Insurance  law  for  alternate 
nase  period,  part  time  work,  and  26  weeks  of  training.  This  decision  package  is  requesting  3.00  permanent  FTE  and 
personal  services  funding  of  $170,517  for  FY  2012  and  $170,100  for  FY  2013.  The  request  includes  operating  and 
jidirect  costs  totaling  $15,973  for  FY  2012  and  $15,851  for  FY  2013.  The  total  request  of  the  decision  package  for  the 
jiennium  is  $372,441  of  federal  special  funds.  The  FTE  would  be  used  for  ongoing  fact  finding  and  adjudication  as 
1'equired  by  law. 


LFD 
ISSUE 


Funding  is  Not  Ongoing 


This  decision  package  seeks  to  fund  3.0  FTE  from  a  $500,000  special  transfer  of  federal  funds  that  was  made 
under  the  American  Recovery  and  Reinvestment  Act.  Because  that  was  a  one-time  transfer,  once  this 
funding  is  expended,  the  program  will  need  to  fund  the  positions  from  other  sources.  The  agency  has  stated  that  the 
ingoing  source  will  likely  be  from  federal  UI  administrative  grants.  The  legislature  may  want  to  consider  the  option  of 
providing  the  requested  funding  as  a  restricted,  one-time-only  amount  that  does  not  include  the  authorization  of 
idditional  FTE.  The  agency  could  use  modified  positions  because  of  the  temporary  nature  of  the  funding  and  should  on- 
going activities  be  needed  in  the  future  the  agency  could  request  the  FTE  and  funding  from  an  on-going  source. 


Proprietary  Rates 

Proprietary  Proposed  Budget 

flie  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06069  shows  the  financial  information  for 
jhe  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive,  but  the  LFD  has  edited 
,ind  reconfigured  the  table  for  clarity. 
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2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 


Fund 
6069 


Fund  Name  Agency  #     Agency  Name 

Ul  Tax  Benefit  Fund  66020       Dept.  Of  Labor 


Program  Name 
Unemployment  Insurance  Division 


Actual 
FY10 


Budgeted 
FY11 


Budgeted 
FY12 


Budgeted 
FY13 


Operating  Revenues: 
Investment  Earnings 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

Total  Operating  Expenses 

Operating  Income  (Loss) 

Contributed  Capital 
Operating  Transfers  In  (Note  1 3) 
Operating  Transfers  Out  (Note  1 3) 
Change  in  net  assets 

Total  Net  Assets-  Beginning  of  Fiscal  Year 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Net  Assets-  June  30 


$      6,873.513    $  4,400,000    $  1,400.000 

89,500,265  124,179,000  154,303,000 

179,239,119  183,007.229  24,315,942 


1,400,000 
179,458,000 
22,545,680 


$275,612,898    $       311,586,229    $       180,018,942    $       203,403,680 


$356,175,293    $       375,117,007    $       185,864,600    $       170,864,600 


$356,175,293     $       375.117,007     $        185,864,600     $ 
(80.562.395)  (63,530,778)  (5,845,658) 

(188,410)   -        - 


170,864,600 
32.539.080 


(188,410) 
$197,280,890    $       116,530.085    $         52,999,307    $ 


47,153,649 


$116,530,085     $         52,999,307    $         47,153,649    $         79,692,729 


Proprietary  Program  Description 

The  Department  of  Labor  and  Industry  (DLI)  collects  the  contributions  paid  by  employers,  based  on  their  industry  or 
individual  experience  rate,  to  pay  for  their  unemployment  insurance.  DLI  expends  the  funds  by  paying  unemployment 
insurance  benefit  claims. 

Expenses 

The  expenditures  are  unemployment  insurance  benefits  paid  to  claimants  while  unemployed,  including  federal 
withholding  tax  and  child  support  payments  the  claimants  have  elected  to  be  taken  out  of  the  benefit  check. 

Revenues 

The  revenues  received  in  the  proprietary  fund  are  from  unemployment  insurance  tax  collections,  federal  reimbursement 
for  claims  on  federal  employees,  military  personnel,  claimants  in  other  states,  and  interest  earnings  to  the  Unemployment 
Insurance  Trust  Fund. 


Proprietary  Present  Law  Adjustments 

The  agency  proposed  a  reduction  of  unemployment  benefits  for  the  biennium  of  $99  million  due  to  an  anticipated 
stabilization  of  the  economy  causing  a  decrease  in  claims  filed  and  benefits  paid.  The  reduction  includes  $42  million  ir 
FY  2012  and  $57  million  in  2013.  The  table  includes  expenditures  in  FY  2010  that  were  from  emergency  or  temporar> 
extensions  of  unemployment  benefits.  The  base  expenditures  in  FY  2010  were  $227,864,600  bringing  the  projectec 
expenditures  down  to  $186  million  in  FY  2012  once  the  reduction  is  applied. 

Proprietary  Rate  Explanation 

The  Unemployment  Insurance  Division  administers  the  state  unemployment  insurance  law.  The  proprietary  rate  is  set  ir 
statute  under  39-51-1217,  MCA. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


'rogram  Budget  Comparison 

Base 

Approp. 

Budget 

Budget 

Biennium 

Biennium 

Biennium 

Biennium 

budget  Item 

Fiscal  2010 

Fiscal  20 11 

Fiscal  2012 

Fiscal  2013 

Fiscal  10-11 

Fiscal  12-13 

Change 

%  Change 

TE 

17.00 

17.00 

17.00 

17.00 

17.00 

17.00 

0.00 

0.00% 

'ersonal  Services 

1.113,947 

1,251,731 

1,225,076 

1,227,796 

2,365,678 

2,452,872 

87,194 

3.69% 

Operating  Expenses 

352,356 

453,577 

405,501 

405,654 

805,933 

811,155 

5,222 

0.65% 

Total  Costs 

$  1,466 ,303 

$1,70538 

$1,630,577 

$1,633,450 

$3,171,611 

$3,264,027 

$92,416 

2.91% 

Jeneral  Fund 

259,598 

262,284 

278,173 

279,307 

521,882 

557,480 

35,598 

6.82% 

itate  Special 

618,326 

774,015 

683,596 

685,338 

1,392,341 

1,368,934 

(23,407) 

(1.68%) 

•ederal  Special 

531,654 

577,895 

580,398 

580,288 

1,109,549 

1,160,686 

51,137 

4.61% 

Dther 

56,725 

91,114 

88,410 

88,517 

147,839 

176,927 

29,088 

19.68% 

Total  Funds 

$1,466,303 

$1,705,308 

$1,630,577 

$1,633,450 

$3,171,611 

$3,264,027 

$92,416 

2.91% 

Program  Description 

The  Commissioner's  Office  and  the  Centralized  Services  Division  provide  program  direction,  legal,  administration,  and 

support  services  to  the  department's  five  programs  and  two  administratively  attached  entities. 

i 

rhe  HB  2  Portion  of  the  program  provides  general  administration  for  the  agency  as  well  as  administrative  and  support 
or  the  Legal  and  Hearings  bureaus,  which  are  also  funded  through  proprietary  programs. 

Program  Highlights 


Commissioners  Office  /  Central  Services  Division 
Major  Budget  Highlights 


♦  The  HB  2  portion  of  the  budget  increases  by  2.9%  due  to  statewide  present 
law  adjustments  and  increased  indirect  costs 

♦  The  centralized  services  portion  is  funded  with  non-budget  proprietary  funds 


funding 

•Irhe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
he  Governor. 


Program  Funding  Table 

ComrrdssionefS  Office/Csd 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Progra 

m  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000 

Total  General  Fund 

$          259,598 

17.7% 

$ 

278,173 

17.1% 

>          279,307 

17.1% 

01 100  General  Fund 

259,598 

17.7% 

278,173 

17.1% 

279,307 

17.1% 

02000 

Total  State  Special  Funds 

618326 

42/2% 

683,596 

41.9% 

685,338 

42.0% 

02258  Employment  Security  Account 

318,022 

21.7% 

332,507 

20.4% 

333,484 

20.4% 

02315  Dli  Info  Exchange/Rental 

477 

0.0% 

24,724 

1.5% 

24,496 

1.5% 

02455  Workers'  Comp  Regulation 

227,690 

15.5% 

250,955 

15.4% 

251,910 

15.4% 

02941  Uninsured  Employer  Fund 

72,137 

4.9% 

75,410 

4.6% 

75,448 

4.6% 

03000 

Total  Federal  Special  Funds 

531,654 

36.3% 

580,398 

35.6% 

580,288 

35.5% 

03122  Eeoc 

41,074 

2.8% 

69,781 

4.3% 

69,715 

4.3% 

03954  Ui  Administrative  Grants 

490,580 

33.5% 

510,617 

31.3% 

510,573 

31.3% 

06000 

Total  Proprietary  Funds 

56,725 

3.9% 

88,410 

5.4% 

88,517 

5.4% 

06546  Commissioner's  Office/Csd 

56.725 

3.9% 

88.410 

5.4% 

88.517 

5.4% 

Grand 

Total 

$        1.466.303 

100.0% 

J 

1.630.577 

100.0%     1 

1.633.450 

100,0% 
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State  special  revenue  is  the  majority  funding  source  and  includes  revenues  derived  from  the  administrative  portion  of  the 
unemployment  insurance  tax  deposited  to  the  unemployment  security  account  and  the  worker's  compensation  regulation 
fund.  Federal  special  revenue  is  primarily  from  administrative  grants  for  unemployment  insurance. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 

Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  20 13         Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

259,598 

12,190 

6,385 

0 

$278,173 

259,598 

13,348 

6,361 

0 

$27937 

519,196 

25,538 

12,746 

0 

$557,480 

93.13% 

4.58% 
2.29% 
0.00% 

1,466,303 

120,451 

43,823 

0 

$1,630,577 

1,466,303 

123,481 

43,666 

0 

$1,633,450 

2,932,606 
243,932 

87,489 
0 

$3,264,027 

89.85% 
7.47% 
2.68% 
0.00% 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

pjs 

Genera] 
FTE                  Fund 

cat  "'OP   -  

FTE 

General 
Fund 

Fiscal  201 3 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

162,171 

(51,042) 

(256) 

9,578 

165,0 

(51,15 

(24 

9,8- 

Total  Statewide  Present  Law  Adjustments 

$12,190 

$41,097 

$35,732 

$120,451* 

$13,348 

$42,912 

$35,678 

$123,48 

DP  301  -  CSD  Indirect  Rate  Adjustment 

0.00                 6,385 

24,173 

13,012 

43,823* 

0.00 

6,361 

24,100 

12,956 

43,66 

Total  Other  Present  Law  Adjustments 

0.00               $6385 

$24,173 

$13,012 

$43,823* 

0.00 

$6,361 

$24,100 

$12,956 

$43,66 

Grand  Total  All  Present  Law  Adjustments 

0.00             $18,575 

$65,270 

$48,744 

$164,274* 

0.00 

$19,709 

$67,012 

$48,634 

$167,14: 

*  'Total  Funds"  amount  includes  funding  from  sources  other  than  General  Fund,  State  Special,  or  Federal  Special  (i.e.  Proprietary). 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  whe 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/c 
clarity. 

o     Pay  Plan  Exceptions  -  In  order  to  address  internal  equity  issues  and  adequately  compensate  for  required  ski 
sets,  two  groups  of  employees  are  classified  in  higher  grade  positions.    Administrative  law  judges  are  paid  i 
attorney  market  rates  and  budget  analysts  and  accountants  are  paid  at  the  financial  specialist  market  rate, 
o     Program  Specific  Obstacles  -  The  agency  has  frozen  pay  increases  for  current  staff.  To  maintain  equity  wit 
current  employees,  starting  compensation  rates  for  new  hires  have  been  reduced  by  two  pay  bands  making 
difficult  for  the  program  to  recruit  qualified  staff. 
o     Vacancy  -  The  program  has  reported  no  detrimental  issues  related  to  vacancies, 
o     Legislatively  Applied  Vacancy  Savings  -  To  generate  sufficient  vacancy  savings,  the  program  held  vaca 

positions  open  longer, 
o     Pay/Position  Changes  -  Pay  increases  were  the  result  of  market  adjustments  per  the  department's  adopted  pa 
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plan,    which    included    movement    within    a    band,    completion    of   training    assignments,    and    employee 

advancement/promotions.    The  division  did  award  one  strategic  pay  adjustment  to  retain  an  employee  with 

specialized  knowledge  and  skills  critical  to  the  work  unit  and  establish  internal  equity.  The  division  funded  pay 

changes  by  holding  positions  open  for  a  period  sufficient  to  cover  the  increase. 

Retirements  -  The  program  anticipates  that  there  will  be  two  retirements  in  the  2013  biennium  with  a 

compensated  absence  liability  of  $10,900.  When  possible,  the  division  double  fills  positions  to  train  and  transfer 

knowledge. 


DP  301  -  CSD  Indirect  Rate  Adjustment  -  The  Centralized  Services  Division  (CSD)  is  requesting  $43,823  for  FY  2012 
and  $43,666  for  FY  2013  to  meet  anticipated  adjusted  costs  for  the  negotiated  CAP  and  the  Office  of  Information 
"Technology  (OIT)  network  support  indirect  cost  rates. 

Proprietary  Rates 

Proprietary  Program  Description 

'The  Commissioner's  Office  /  Central  Services  Division  operates  the  following  four  programs  using  proprietary  funding. 
The  Legal  and  Hearings  programs  are  aggregated  in  the  proposed  budget  tables. 

o     Central  Services  Support  Cost  Allocation  Plan  (CAP) 
U       o     Office  of  Information  Technology 

o     Legal 

o     Hearings 
Each  of  these  programs  are  internal  service  funded  activities  whereby  the  all  of  the  services  are  provided  by  the  program 
"to  other  divisions  and  programs  within  the  agency  from  budgeted  and  non-budgeted  sources. 

Central  Services  -  CAP 


Proprietary  Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06568  shows  the  financial  information  for 
ithe  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive,  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 
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2013  Biennium 

Report 

on  Internal  Service 

and  Enterprise  Funds 

Fund                  Fund  Name 

Agency  # 

Agency  Name 

Program  Name 

6546     Commissioner's  Office/CSD 

66020 

Department  of  Labor  &  Industry 

Commissioner's  Office 

6547          L/CSD-Direct  Charge 

Budgeted 

Actual 

Budgeted 

Budgeted 

Operating  Revenues 

FY10 

FY11 

FY12 

FY13 

Fee  revenue 

Cost  Allocation  Plan  (CAP)-Nonfederal 

$1,991,651 

$ 

2,033,998 

s 

2,124,607 

$ 

2,117,182 

Other  Operating  Revenues 

Total  Operating  Revenue 

182 
1,991,833 

- 

- 

2,033,998 

2,124,607 

2,117,182 

Nonoperating  Revenues  (Expenses): 

Federal  Indirect  Cost  Recoveries 

1,431,528 

1,445,142 

1,516,785 

1,511,407 

Net  Nonoperating  Revenues  (Expenses) 
Total  Revenues 

1,431,528 

1,445,142 

1,516,785 

1.511,407 

$3,423,362 

S 

3.479,140 

$ 

3.641,392 

S 

3.628,589 

Operating  Expenses 

Personal  Services 

$1,784,355 

$ 

2,110,374 

s 

1,995,398 

$ 

1,995,787 

Other  Operating  Expenses 

Total  Operating  Expenses 

1,820,603 
$3,604,958 

$ 

1,634,691 
3,745,065 

1,369,889 

s 

1,229,359 
3,225,146 

$ 

3,365.287 

Income  (Loss)  Before  Operating  Transfers 
Change  in  net  assets 

$    (181,597) 
(181,597) 

s 

(265,925) 
(265,925) 

s 

276,105 
276,105 

$ 

403,443 

403,443 

Total  Net  Assets-  July  1  -  As  Restated 

327,145 

150,954 

(114,971) 

161,134 

Prior  Period  Adjustments 

5,406 

- 

Cumulative  effect  of  account  change 

- 

- 

Total  Net  Assets  -  July  1  -  As  Restated 

332,551 

150,954 

(114,971) 

161,134 

Net  Assets 

-  June  30 

150,954 

(114,971) 

161,134 

564,577 

Proprietary  Program  Description 

Supportive  services  provided  by  the  Commissioner's  Office  and  Centralized  Services  Division  include:  budgeting, 
accounting  and  fiscal  management,  internal  controls,  contracting,  purchasing,  asset  management,  human  resources, 
payroll,  and  benefits.  The  program  is  funded  through  a  cost  allocation  plan  whereby  the  Central  Services  Prograrr. 
determines  their  projected  expenditures  and  then  divides  that  amount  by  the  personal  services  budget  of  the  agency's 
divisions  to  arrive  at  a  percentage  that  is  the  rate  the  department  programs  are  assessed. 

Expenses 

The  programs  expenses  include  personal  services  and  associated  operating  expenses  for  33.5  FTE. 

Revenues 

The  Commissioner's  Office/Centralized  Services  Division  is  funded  by  revenues  from  charges  allocated  to  all  divisions 
bureaus,  and  programs  supported  by  the  division's  indirect  cost  plan.  Indirect  costs  are  allocated  to  supported  programs, 
based  on  federally  calculated  rates  applied  to  actual  personal  service  expenditures  as  well  as  rates  charged  based  on  time 
distribution  and  active  directory  counts. 

Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  services  provided  under  the  CAP  program  in  the  base  year. 

o     General  Fund  3.5% 

o     State  Special  Revenue  49.3% 

o     Federal  Special  Revenue  42.2% 

o     Proprietary/Other  5.0% 

The  primary  state  special  revenue  funds  that  support  the  program  are  the  Employment  Security  Account  and  th< 
Workers'  Compensation  Regulation  Account. 
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Proprietary  Present  Law  Adjustments 

Present  law  adjustments  for  the  Central  Services  CAP  are  limited  to  statewide  adjustments  that  primarily  reduce  base 
year  operating  expenses  for  the  program.  A  small  adjustment  is  made  to  align  the  personal  services  budget  with  the 
tctual  FTE  positions  in  the  program. 

Proprietary  Rates 

The  cost  allocation  rate  (CAP)  must  be  approved  by  the  U.S.  Department  of  Labor,  which  has  requirements  that  include 
ii  working  capital  of  no  more  than  60  days.  The  rate,  which  is  assessed  to  personal  service  expenditures,  is  determined  by 
:alculating  the  total  costs  of  providing  the  services  divided  by  the  projected  department  personal  services  expenditures. 
The  rate  requested  for  the  2013  biennium  is  8.24%  for  FY  2012  and  8.26%  for  FY  2013. 

Office  of  Information  Technology  (OIT) 

Proprietary  Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  fund  06568  shows  the  financial  information  for 
the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive,  but  the  LFD  has  edited 
and  reconfigured  the  figure  for  clarity. 


2013  Biennium  Report 

on  Internal  Service 

and  Enterp 

rise  Funds 

Budgeted 
FY13 

Fund                   Fund  Name 
06568      Commissioner's  Office/OIT 

Agency  # 
66020 

Agency  Name 
Department  of  Labor  &  Industry 

Program  Name 
Commissioner's  Office 

Actual 
FY10 

Budgeted 
FY11 

Budgeted 
FY12 

Operating  Revenues 

Cost  Allocation  Plan  (CAP)-Nonfederal 

Other  Operating  Revenues 

Total  Operating  Revenue 

$1,851,150 

155 

$1,851,305 

$ 

1,851,150 

$ 

1,926,194 

$ 

1,918,170 

$ 

1,851,150 

$ 

1,926,194 

$ 

1,918,170 

Operating  Expenses 

Personal  Services 

Other  Operating  Expenses 

Total  Operating  Expenses 

$1,475,741 

432,420 

$1,908,161 

$ 
$ 

1,300,133 

410,935 

1,711,068 

$ 
$ 

1,468,946 

391,533 

1,860,479 

$ 

$ 

1,468,473 

391.773 

1,860,246 

Operating  Income  (Loss) 

$     (56,856) 

$ 

140,082 

t 

65,715 

$ 

57,924 

Change  in  net  assets 

(56,856) 

140,082 

65,715 

57,924 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Penod  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 

- 

(56,856) 
(56,856) 

83.226 
83,226 

148,941 
148,941 

Net  Asset 

5-  June  30 

$     (56,856) 

s 

83,226 

S 

148,941 

S 

206,865 

Proprietary  Program  Description 

|rhe  Office  of  Information  Technology  (OIT)  provides  network  support  to  the  department's  five  programs  and  two 
administratively  attached  entities. 


expenses 

fixpenses  for  the  OIT  are  dominated  by  personal  services  as  the  program  provides  technology  support  and  installation 
[services  for  the  agency.  2 1 .0  FTE  are  funded  by  the  program. 

Revenues 

Revenue  is  generated  for  the  program  through  two  rates.    One  rate  is  for  direct  services  billed  to  the  department's 
bureaus  and  the  other  is  a  monthly  indirect  rate  based  on  division  active  directory  count. 
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Funding  Sources 

The  following  sources  of  funding  were  used  to  pay  for  the  services  during  FY  2010: 
o     General  Fund  3.5% 
o      State  Special  Revenue  55.8% 
o     Federal  Special  Revenue  34.0% 
o     Proprietary/Other  funds  6.8% 

Proprietary  Present  Law  Adjustments 

The  present  law  adjustments  for  the  Office  of  Information  Technology  program  are  limited  to  statewide  adjustments 
primarily  related  to  aligning  budgeted  personal  services  to  actual  position  information. 

Proprietary  Rates 

The  Office  of  Information  Technology  rates  (OIT)  must  be  approved  by  the  U.S.  Department  of  Labor  which  has 
requirements  including  a  working  capital  of  no  more  than  60  days.  The  direct  rate  is  calculated  based  on  the  projected 
direct  cost  of  services  for  the  2013  biennium  divided  by  the  direct  hours  of  service  provided  in  the  2011  biennium.  The 
monthly  indirect  rate  is  calculated  based  on  the  projected  indirect  cost  of  services  for  the  2013  biennium  divided  by  the 
active  directory  counts  for  the  Department  divided  by  12  months.  The  direct  rate  request  is  $42  per  direct  hour  of  service 
and  the  indirect  rate  request  is  $161  a  month  per  active  directory  for  the  2013  biennium. 

Legal  and  Hearings 

Proprietary  Proposed  Budget 

The  2013  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  for  funds  06552  and  06574  shows  the  financial 
information  for  the  funds  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive,  but  the 
LFD  has  edited  and  reconfigured  the  figure  for  clarity. 


2013  Biennium  Report  on  Interna)  Service  and  Enterprise  Funds 


Fund 

Fund  Name 

Agency  ft              Agency  Name 

Program  Name 

6552 

BSD/Legal 

66020     >epartmentofLabor&Industi 

Commissioner's  Office 

6574 

BSD/Hearings 

Operating  Revenues: 

Charges  for  services 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 


Total  Net  Assets-  Beginning  of  Fiscal  Year 

Prior  Period  Adjustments 

Cumulative  effect  of  account  change 

Total  Net  Assets  -  Beginning  of  Fiscal  Year  -  As  Restated 

Net  Assets-  End  of  Fiscal  Year 


Actual 
FY10 


Budgeted         Budgeted        Budgeted 
FYII  FY12  FY13 


1,293,655 

1,021,000 

1,111,000 

1,111,000 

$    1,293,655 

$    1,021,000 

$    1,111,000 

S    1,111,000 

$       901,260 

$       977,872 

$      929311 

$      929,517 

206,233 

157,661 

174320 

174,218 

$    1,107,493    $    1,135,533     $    1,103,631     $    1,103,735 
$       186,162    $     (114,533)   $  7,369    $  7,265 


86,094    $ 
(56) 

86,038 


272,199    $       157,666    $       165,035 


272,199 


157,666 


165,035 


$     272,199     S     157,666     S     165,035     $     172300 


Proprietary  Program  Description 

The  Hearings  Bureau  holds  administrative  hearings  on  behalf  of  the  Business  Standards  Licensing  Bureaus  and  Building 
Codes  Bureau. 
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'"he  Office  of  Legal  Services  provides  legal  services  to  the  Business  Standards  Division.  The  revenues  generated  fund 
1.75  FTE. 

Expenses 

expenses  for  both  functions  are  primarily  personal  services  and  ancillary  operating  expenses. 

.ievenues 

for  the  Hearings  Bureau,  an  hourly  rate  is  assessed  for  administrative  law  judge  and  paralegal  time  associated  with  the 
rearings.  0.50  FTE  are  funded  by  the  revenue  generated.  For  the  Office  of  Legal  Services,  an  hourly  rate  for  attorney 
ees  is  established. 

Proprietary  Rates 

or  the  20 1 3  Biennium  the  following  rates  are  proposed  by  the  executive. 

'roprietary  Revenues  and  Expenses 

Revenue  Description:  The  Commissioner's  Office/Centralized  Services  Division  is  funded  by  revenues  from  charges 
llocated  to  all  divisions,  bureaus,  and  programs  supported  by  the  divisions  indirect  cost  plan.  Indirect  costs  are 
llocated  to  supported  programs  based  on  federally  calculated,  and  legislatively  approved  indirect  cost  rates  applied  to 
ctual  personal  service  expenditures  as  well  as  rates  charged  based  on  time  distribution  and  active  directory  counts. 

■ervices  and  Fees:  There  are  no  significant  changes  to  the  methodology  for  calculating  the  rate  for  Centralized  Services, 
learings  Bureau  or  the  Office  of  Legal  Services.  The  Office  of  Information  Technology  has  moved  from  one  rate  to  two 
ates. 

Vorking  Capital:  All  rates  consider  a  60-day  or  less  working  capital  to  meet  ongoing  operational  costs. 
I 

und  Equity  and  Reserved  Fund  Balance:  At  the  proposed  rates,  the  Centralized  Services  Division  projects  a  fiscal  year 
nd  2013  ending  working  capital  reserve  of  approximately  60  days  for  all  proposed  rates. 

! 

Expenses:  Expenses  recovered  in  the  rates  are  for  personal  services  of  the  66.75  FTE  covered  under  these  rates, 
perating  expenditures  to  support  those  FTE,  and  some  department  wide  fixed  costs. 

Toprietary  Rate  Explanation 

"he  cost  allocation  rate  (CAP)  must  be  approved  by  the  U.S.  Department  of  Labor  which  has  requirements  including  a 
"orking  capital  of  no  more  than  60  days.  The  rate,  which  is  assessed  to  personal  service  expenditures,  is  determined  by 
alculating  the  total  costs  of  providing  the  services  divided  by  the  projected  department  personal  services  expenditures, 
ihe  rate  requested  for  the  2013  biennium  is  8.24%  for  FY  2012  and  8.26%  for  FY  2013. 

;he  Office  of  Information  Technology  rates  (OrT)  must  be  approved  by  the  U.S.  Department  of  Labor  which  has 
|;quirements  including  a  working  capital  of  no  more  than  60  days.  The  direct  rate  is  calculated  based  on  the  projected 
irect  cost  of  services  for  the  20 1 3  biennium  divided  by  the  direct  hours  of  service  provided  in  the  20 1 1  biennium.  The 
tonthly  indirect  rate  is  calculated  based  on  the  projected  indirect  cost  of  services  for  the  2013  biennium  divided  by  the 
stive  directory  counts  for  the  Department  divided  by  12  months.  The  direct  rate  request  is  $42  per  direct  hour  of  service 
nd  the  indirect  rate  request  is  $161  a  month  per  active  directory  for  the  2013  biennium. 

jhe  Hearings  Bureau  rate  per  hour  is  calculated  based  on  the  projected  cost  of  services  for  the  2013  biennium  divided  by 
le  direct  hours  of  service  provided  in  the  200 1 1  biennium.  Rates  are  established  for  both  administrative  law  judges  and 
iaralegal  services  are  $90  and  $50  respectively. 

he  Office  of  Legal  Services  rate  per  hour  is  calculated  on  projected  costs  of  services  for  the  2013  biennium  divided  by 
le  direct  hours  of  service  provided  in  the  201 1  biennium.  The  rate  for  the  2013  biennium  is  $95  per  hour. 

i 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


ProgTam  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

129.10 

129.10 

129.10 

129.10 

129.10 

129.10 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Benefits  &  Claims 

7,594,217 

4,226,224 

0 

103,300 

7,567,066 

4,188,926 

64,878 

126,085 

7,796,158 

4,480,426 

0 

103,300 

7,794,664 

4,501,292 

0 

103,300 

15,161,283 

8,415,150 

64,878 

229,385 

15,590,822 

8,981,718 

0 

206,600 

429,539 
566,568 
(64,878) 
(22,785) 

2.83% 

6.73% 

(100.00%) 

(9.93%) 

Total  Costs 

$11,923,741 

$11,946,955 

$12379,884 

$12399,256 

$23,870,696 

$24,779,140 

$908,444 

3.81% 

General  Fund 
State  Special 
Federal  Special 
Other 

1,162,774 

10,049,157 

711,810 

0 

1,176,035 

10,099,448 

662,307 

9,165 

1,180,527 

10,486,223 

713,134 

0 

1,186,722 

10,495,353 

717,181 

0 

2,338,809 

20,148,605 

1,374,117 

9,165 

2,367,249 

20,981,576 

1,430,315 

0 

28,440 

832,971 

56,198 

(9,165) 

1.22% 

4.13% 

4.09% 

(100.00%) 

Total  Funds 

$11,923,741 

$11,946,955 

$12,379,884 

$12399,256 

$23,870,696 

$24,779,140 

$908,444 

3.81% 

Program  Description 

The  Employment  Relations  Division  (ERD)  provides  five  service  areas  to  the  public:  1)  Workers'  Compensation  (WC) 
Regulation  Bureau,  which  regulates  WC  insurance  coverage  requirements,  policy  compliance,  medical  regulations, 
contractor  registration,  and  independent  contractor  exemptions;  2)  WC  Claims  Assistance  Bureau,  which  assists 
organizations  and  individuals  to  arrive  at  early,  less  expensive  settlements  of  their  disputes,  and  provides  management 
information  on  the  workers'  compensation  system;  3)  Labor  Standards  Bureau  (and  administratively  attached  Board  of 
Personnel  Appeals),  which  enforces  state  and  federal  labor  laws  related  to  the  payment  of  wages  and  provides  collective 
bargaining  mediation;  4)  Safety  and  Health  Bureau,  which  administers  federal  and  state  industrial  safety  laws;  and  5) 
Human  Rights  Bureau  (and  administratively  attached  Human  Rights  Commission),  which  enforces  the  Montana  Human 
Rights  Act  and  Governmental  Code  of  Fair  Practices  through  investigations,  conciliation,  hearings,  and  education.  ERDJ 
also  has  one  bureau,  Management  Services  Bureau,  which  provides  administrative  and  IT  support  to  the  other  five 
bureaus. 

Program  Highlights 


Employment  Relations  Division 
Major  Budget  Highlights 


♦  Funding  for  the  division  increases  3.8%  or  $900,000  between  the  two  biennia 
primarily  due  to  statewide  present  law  adjustments  and  funding  for  a  web 
based  tool  for  use  by  providers  and  insurers  in  accessing  treatment  guidelines 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  Thi 
following  summarizes  the  plan  submitted  for  this  program. 

The  agency  5%  plan  reduces  general  fund  support  for  the  Silicosis  Benefit  Program  by  $56,920.  Through  this  progran 
payments  are  made  to  those  with  silicosis  (a  fibrotic  condition  of  the  lungs  due  to  the  inhalation  of  silica  dust),  whic! 
results  in  total  disability,  rendering  it  impossible  for  the  person  to  be  gainfully  employed.  Claimants  or  their  survivin; 
spouses  (as  long  as  they  do  not  remarry)  are  paid  $300  per  month  for  life.  This  reduction  is  not  in  the  executive  budget. 
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Because  this  program  is  established  in  statute,  legislation  would  be  needed  in  order  to  reduce  the  level  of  expenditures 
for  this  program. 

'Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
"the  Governor. 


Program  Funding  Table 

Employmer 

t  Relations  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Pro  gram  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000 

Total  General  Fund 

$       1,162,774 

9.8% 

$ 

1,180,527 

9.5% 

$       1,186,722 

9.6% 

01 100  General  Fund 

1,162,774 

9.8% 

1,180,527 

9.5% 

1,186,722 

9.6% 

02000 

Total  State  Special  Funds 

10,049,157 

84.3% 

10,486,223 

84.7% 

10,495,353 

84.6% 

02258  Employment  Security  Account 

1,464,855 

12.3% 

1,474,982 

11.9% 

1,482,034 

12.0% 

02263  Subsequent  Injury  Admin 

57,889 

0.5% 

58,299 

0.5% 

58,359 

0.5% 

02346  Contractor  Registration 

1,311,201 

11.0% 

1,317,053 

10.6% 

1,324,653 

10.7% 

02455  Workers'  Comp  Regulation 

6,273,637 

52.6% 

6,652,179 

53.7% 

6,665,453 

53.8% 

02941  Uninsured  Employer  Fund 

941,575 

7.9% 

983,710 

7.9% 

964,854 

7.8% 

03000 

Total  Federal  Special  Funds 

711,810 

6.0% 

713,134 

5.8% 

717,181 

5.8% 

03122  Eeoc 

100,071 

0.8% 

99,512 

0.8% 

99,375 

0.8% 

03130  Coal  Mine  Safety 

150,234 

1.3% 

149,777 

1.2% 

151,783 

1.2% 

03195  On-Site  Consultation 

461.505 

3.9% 

463.845 

3.7% 

466,023 

3.8% 

Grand 

Total 

$      11.923.741 

100.0% 

$ 

12.379.884 

100  0% 

$      12.399.256 

100.0% 

The  division  is  primarily  funded  with  state  special  revenue  funds,  which  account  for  84.6%  of  the  total  funding,  and  are 
derived  mainly  from  workers  compensation  regulation  funds.  Workers  compensation  regulation  and  workplace  safety 
•issues  represent  the  largest  share  of  the  division's  activities.  General  fund  comprises  9.6%  percent  of  total  funding  and 
isupports  personal  services  and  general  operating  expenses.  Federal  special  revenue  provides  5.8%  of  the  division's 
funding  and  is  derived  from  grants  related  to  equal  employment  opportunity  programs  and  workplace  safety. 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new 

proposals. 

Budget  Summary  by  Category 

sounds 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

(Budget  Item 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 
of  Budget 

Budget 

Fiscal  2012 

Budget 
Fiscal  20 13 

i 'Base  Budget 

[Statewide  PL  Adjustments 
Other  PL  Adjustments 
;New  Proposals 

Total  Budget 

1,162,774 

8,262 

9,491 

0 

$1,180,527 

1,162,774 

14,674 

9,274 

0 

$1,186,722 

2,325,548 

22,936 

18,765 

0 

$2J67,249 

98.24% 
0.97% 
0.79% 
0.00% 

11,923,741 

249,276 

206,867 

0 

$12,379,884 

11,923,741 

256,037 

219,478 

0 

$12,399,256 

23,847,482 
505,313 
426,345 

0 

$24,779,140 

96.24% 
2.04% 
1.72% 
0.00% 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


Fiscal  2012- 

General  State 


FTE 


Fund 


Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2013- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$8,262 

DP  401  -  ERD  indirect  rate  adjustment 

0.00  9,491 

DP  402  -  Utilization  and  Treatment  Gudelines 

0.00  0 

DP  404  -  ERD  General  Operating  Increase 

0.00  0 

DP  405  -  Motor  Pool  Reduction 

0.00  0 

Total  Other  Present  Law  Adjustments 

0.00  $9,491 

Grand  Total  All  Present  Law  Adjustments 

0.00  $17,753 


$243,210 


($2,196) 


526,481 

(324,540) 

(40,909) 

88,244 


$249,276 


$14,674 


$240,705 


$658 


524,929 

(324,482)1 

(40,096) 

95,686 


$256,037 


65,928 

3,235 

78,654 

0.00 

9,274 

63,102 

2,920 

75,296 

131,000 

0 

131,000 

0.00 

0 

131,000 

0 

131,000 

2,731 

285 

3,016 

0.00 

0 

17,192 

1,793 

18,985 

(5,803) 

0 

(5,803) 

0.00 

0 

(5,803) 

0 

(5,803) 

$193,856 

$3,520 

$206,867 

0.00 

$9,274 

$205,491 

$4,713 

$219,478 

$437,066 

$1,3  24 

$456,143 

0.00 

$23,948 

$446,196 

$5,371 

$475,515 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o  Program  Specific  Obstacles  -  The  department  is  continuing  to  feel  the  effect  of  a  frozen  pay  environment  and 
dated  market  rates.  In  addition  they  are  continuing  to  implement  a  "two-step  back"  band  placement  for  new 
hires.  This  strategy  is  a  deterrent  for  the  department  to  attract  a  qualified  labor  pool  (from  the  private  sector)  and 
is  detrimental  as  agencies  end  up  competing  for  staff.  Pay  plan  rules,  including  classification  of  staff  while 
developed  in  the  interest  of  equity,  may  be  at  times  too  rigid  to  successfully  meet  business  objectives. 

o  Vacancy  -  There  continues  to  be  a  recruitment  and  retention  issue  with  jobs  that  require  specialized  and/or 
technical  skill  sets  including  occupational  safety  and  health  specialists  and  computer  programmers.  This  is 
primarily  driven  by  inequitable  compensation  rates  at  the  federal  level,  at  Montana  State  Fund,  and  in  the  private 
sector.  Also,  the  Individual  Band  Placement  (LBP)  precludes  the  flexibility  necessary  to  compete  for  the 
technical  skills  that  the  job  profiles  require.  Because  experience  is  weighted  heavily  to  place  employees  in  the 
IBP  strata,  technically  sound  employees  (e.g.  recent  graduates)  are  being  "priced"  out  of  the  agency's  range.  The 
program  uses  flexible  work  schedule  and  tele-work  to  assist  in  recruitment.  On  rare  occasions  the  division  has 
used  pay  exceptions  to  retain  workers  who  were  being  actively  recruited.  Utilization  of  interns  to  familiarize 
upcoming  graduates  with  the  work  of  the  division  and  targeting  them  for  employment  upon  graduation  has  also 
been  utilized  as  a  recruitment  strategy.  Vacancies  impact  the  program  by  increasing  workload  within  program 
staff  and  extended  cost  and  time  to  deliver  services  (e.g.  backlog)  and  result  in  service  level  compromises. 

o  Legislatively  Applied  Vacancy  Savings  -  The  division's  inability  to  compete  within  certain  labor  pools  had  a 
natural  consequence  of  meeting  the  7%  vacancy  rate.  In  other  areas  positions  were  left  open  where  possible. 

o  Pay/Position  Changes  -  Pay  increases  were  the  result  of  market  adjustments  per  the  department's  adopted  pay 
plan,  which  included  movement  within  a  band,  completion  of  training  assignments,  and  employee 
advancement/promotions.    The  division  did  award  one  strategic  pay  adjustment  to  retain  an  employee  with 
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specialized  knowledge  and  skills  critical  to  the  work  unit.  The  funding  for  the  increased  compensation  liability 
came  by  managing  the  HB  2  and  HB  13  approved  appropriation  with  vacancies  and  following  17-7-138,  MCA. 
o     Retirements  -  31  employees  are  eligible  for  retirement  with  a  compensated  absence  liability  of  $218,188.  The 
program  anticipates  the  retirement  of  two  management  positions  and  two  safety  and  health  specialists  in  the  next 
biennium.  Planning  is  in  process  to  minimize  the  impact  but  it  is  too  early  to  detail  the  strategy. 

'DP  401  -  ERD  indirect  rate  adjustment  -  This  decision  package  requests  funding  for  costs  adjustments  due  to  the 
1  negotiated  cost  allocation  plan  (CAP)  and  the  Office  of  Information  Technology  (OIT)  network  support  indirect  cost 
rates.  The  CAP  adjustment  is  $176,402  for  the  biennium  and  the  OIT  adjustment  is  $22,452  for  the  biennium. 

'  DP  402  -  Utilization  and  Treatment  Gudelines  -  This  decision  package  requests  funding  for  a  contract  to  maintain  a  web- 
based  tool  for  accessing  utilization  and  treatment,  which  would  allow  medical  providers  and  payers  to  easily  identify 
which  treatments  are  supported  by  evidence  and  paid  for  within  the  system.  These  guidelines  would  be  used  by  medical 
providers  and  workers'  compensation  insurers  to  determine  best  evidence  based  treatments  for  injured  workers. 

'The  following  information  is  provided  so  that  the  legislature  can  consider  various  performance  management  principals 
when  examining  this  proposal.  The  following  information  is  as  provided  by  the  agency  and  edited  by  LFD  staff  for 
clarity  and  brevity. 

Justification:  Medical  costs  account  for  70%  of  every  benefit  dollar.  The  2007  Legislature  gave  the  department  authority 
'to  adopt  evidence-based  utilization  and  treatment  guidelines  that  are  projected  to  provide  significant  reductions  in 
unnecessary  medical  treatments  and  costs. 

,  Goals:  The  implementation  of  the  new  utilization  and  treatment  guidelines  will  provide  substantial  reductions  in  the  costs 
*  of  medical  care  for  injured  workers  while  insuring  that  the  most  appropriate  care  is  delivered  in  a  timely  manner. 

Performance  Criteria:  The  adaptation  of  the  proposed  utilization  and  treatment  guidelines  could  reduce  overall  workers 
'compensation  rates  by  20.8%  and  subsequently  reduce  Montana's  consistent  and  unfavorable  cost  ranking  relative  to  its 
jpeers  (measured  and  recorded  by  National  Council  on  Compensation  Insurance). 

Milestones:  The  utilization  and  treatment  guidelines  tool  proposed  for  Jan  1 ,  201 1 . 

|FTE:    The  work  would  be  contracted  work  through  the  Dept.  of  Administration  procurement  services  division  and 

jrequest  for  proposal  process. 

■ 

j 

(Funding  Source:   General  fund  for  a  0.50  FTE  position  currently  in  the  Employment  Relations  Division  and  the  current 

'•Workers  Compensation  Act  (MCA  39-71-201) 

'< 

•Future  Funding:  $199,000  FY  2014  and  FY  2015,  recurring  maintenance  for  web  based  service. 
r  *. 

Obstacles:  Potential  resistance  includes  stakeholder  reluctance  to  participate  in  potentially  lower  revenue/margin 
,!marketplace  (e.g.  attorney  representation,  medical  provider  participation). 

i 

'Risks:  Currently  the  State  of  Montana  is  considered  one  of  the  most  dangerous  places  to  work.  Reform,  adaption,  and/or 
.structural  changes  are  imperative  to  provide  a  safer  place  for  Montanans  to  call  work  and  home.  This  tool  will  play  a  part 
in  how  the  workplace  leaders,  insurers,  attorneys,  and  medical  providers  define  for  the  future. 

.[DP  404  -  ERD  General  Operating  Increase  -  This  decision  package  requests  funding  for  a  rent  increase. 

DP  405  -  Motor  Pool  Reduction  -  This  decision  package  requests  a  reduction  of  $5,803  in  motor  pool  costs  for  one 
/ehicle  that  was  returned  in  FY  2010. 
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Proprietary  Program  Description 

The  Employment  Relations  Division  provides  for  the  Subsequent  Injury  Fund  with  proprietary  funds.  The  program  is 
described  below. 

Proprietary  Proposed  Budget 

The  2013  biennium  report  on  internal  service  and  enterprise  funds  for  fund  06040  Subsequent  Injury  Trust  shows  the 
financial  information  for  the  fund  from  FY  2010  through  FY  2013.  The  report  is  provided  as  submitted  by  the  executive 
but  the  LFD  has  edited  and  reconfigured  the  figure  for  clarity. 

Proprietary  Program  Description 

The  Subsequent  Injury  Fund  was  established  in  1973  to  assist  disabled  persons  in  becoming  employed  by  offering  a 
financial  incentive  to  the  employers  who  hire  them.  The  incentive  has  a  limit  of  1 04  weeks  of  benefits  paid  by  their 
Workers'  Compensation  carrier  in  the  event  of  an  on-the-job  injury  to  the  certified  employee,  thus  rninimizing  workers' 
compensation  expenses.  Beginning  July  1,  1999,  the  fund  is  maintained  by  annual  assessment  of  all  Montana  Workers' 
Compensation  insurers,  including  self  insured  employers,  private  insurers,  and  the  State  Fund.  The  asset  balance  is, 
maintained  at  approximately  $700,000  to  provide  an  operating  balance  for  payment  of  benefits  and  administrative  costs 
(39-71-901  through  920,  MCA). 

Proprietary  Program  Narrative 

Expenses 

The  expenses  of  the  program  consist  of  the  administration  costs  and  benefits  for  qualified  workers. 

Revenues 

The  program  is  funded  though  an  annual  assessment  on  Plan  1  (Self  Funded)  workers  compensation  employers  and  a 
surcharge  on  premium  for  Plan  2  (Private  sector),  and  Plan  3  (State  Fund)  employers.  The  assessment  is  based  on  a 
percentage  of  the  compensation  and  medical  benefits  paid  in  Montana  by  each  insurer  the  preceding  calendar  year  (39- 
71-905,  MCA). 

Funding 

The  program  is  funded  by  an  annual  assessment  and  surcharge  paid  by  employers. 

Proprietary  Rate 

The  Subsequent  Injury  fund  rate  is  set  by  the  Employment  Relations  Division  based  on  the  total  amount  of  paid  losses 
reimbursed  by  the  fund  in  the  preceding  calendar  year.  A  schedule  for  this  rate  of  assessment  is  contained  in  the 
Employment  Relations  Division  annual  report.  (http://erd.dli.mt.gov/annualrpt/ar2010/AnnualReport09.pdf)  Because  the 
rate  is  based  upon  the  previous  calendar  year's  experience,  future  rates  beyond  one  year  are  unknown. 

This  program  is  funded  with  an  enterprise  type  proprietary  fund.  As  such,  the  legislature  does  not  appropriate  funds  or 
approve  rates  for  the  program.  Instead,  the  legislature  reviews  the  report  for  the  enterprise  fund  and  identifies  any 
concerns  with  the  financial  position  of  the  fund. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 
Fiscal  20 12 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

150.04 

150.04 

150.04 

150.04 

150.04 

150.04 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Grants 
Transfers 

8,009,302 

5,625,658 

223,973 

15,136 

0 

8,281,605 

5,922,870 

350,866 

11,881 

0 

8,552,592 

6,109,896 

223,973 

15,136 

0 

8,548,936 

6,194,923 

223,973 

15,136 

0 

16,290,907 

11,548,528 

574,839 

27,017 

0 

17,101,528 

12,304,819 

447,946 

30,272 

0 

810,621 

756,291 

(126,893) 

3,255 

0 

4.98% 

6.55% 

(22.07%) 

12.05% 

n/a 

Total  Costs 

$13,874,069 

$14,567,222 

$14,901,597 

$14,982,968 

$28,441,291 

$29,884,565 

$1,443,274 

5.07% 

) 

State  Special 
Federal  Special 
Other 

13,861,604 

12,465 

0 

14,567,222 
0 
0 

14,888,924 

12,673 

0 

14,970,299 

12,669 

0 

28,428,826 

12,465 

0 

29,859,223 

25,342 

0 

1,430,397 

12,877 

0 

5.03% 

103.31% 

n/a 

Total  Funds 

$13,874,069 

$14,567,222 

$14,901,597 

$14,982,968 

$28,441,291 

$29,884,565 

$1,443,274 

5.07% 

Program  Description 

The  Business  Standards  Division  consists  of  four  bureaus: 

o  Building  Codes  which  establishes  and  enforces  minimum  building,  plumbing,  mechanical,  electrical,  energy, 
elevator,  and  boiler  codes  throughout  Montana.  The  bureau  approves  and  certifies  local  government  code 
enforcement  programs  adopted  by  the  bureau  and  assists  the  Board  of  Plumbers  and  State  Electrical  Board  with 
license  enforcement  by  checking  for  proper  licensing  when  inspecting  projects  for  code  compliance.  The  bureau 
also  provides  administrative,  clerical,  and  compliance  support  for  five  licensing  programs. 

o  Weights  &  Measures  which  is  responsible  for  licensing,  inspecting,  testing,  and  certifying  all  weighing  and 
measuring  devices  used  in  making  commercial  transactions  in  Montana  and  enforces  laws  and  regulations 
pertaining  to  the  quantity  control  of  prepackaged  goods,  the  quality  control  of  petroleum  products,  and  is 
responsible  for  maintaining  the  state  standards  of  mass  and  volume  applied  when  calibrating  other  mass  and 
volume  standards  used  in  testing  commercial  devices. 

o  Health  Care  Licensing  (HCLB)  which  provides  administrative,  clerical,  and  compliance  support  for  22  licensing 
boards  and  a  program  that  license  professionals  and  individuals  working  in  the  health  care  field.  The  licensing 
boards  and  program  in  this  bureau  include  130  board  members  and  8  advisory  council  members  appointed  by  the 
Governor. 

o  Business  &  Occupational  Licensing  (BOLB)  which  provides  administrative,  clerical,  and  compliance  support  for 
1 1  licensing  boards  and  a  licensing  program  that  license  professionals  and  individuals  working  in  non-health- 
care-related professions  and  occupations.  The  licensing  boards  in  this  bureau  include  78  board  members 
appointed  by  the  Governor. 
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Program  Highlights 


Business  Standards  Division 
Major  Budget  Highlights 


♦  Funding  for  the  division  increases  5.1%  ($1.4  million)  between  the  two 
biennia,  primarily  due  to  increases  in  state  special  revenue  for  statewide 
present  law  adjustments  and  the  agency's  indirect  cost  rate 


Major  LFD  Issues 


♦     The  executive  budget  does  not  include  information  regarding  the  potential 
impact  of  cost  increases  on  the  various  licensing  boards  or  fees 


Program  Narrative 

5%  Reduction  Plan 

The  5%  reduction  plan  requirement  is  not  applicable  to  the  state  special  revenue  funds  supporting  this  program. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 

Business 

Standards  Divis 

on 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  20 10 

FY  20 10 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

02000    Total  State  Special  Funds                               $ 

13,861,604 

99.9%     $ 

14,888,924 

99.9%     $ 

14,970,299 

99.9% 

02024  Blaster  Licensing 

3,078 

0.0% 

2,980 

0.0% 

3,085 

0.0% 

02078  Occupational  Therapists 

33,014 

0.2% 

33,725 

02% 

33,749 

0.2% 

02079  Fire  Protection  &  Permitting 

26,759 

02% 

61324 

0.4% 

61,480 

0.4% 

02109  Board  Of  Outfitters 

646,967 

4.7% 

643,473 

43% 

643,785 

4.3% 

02155  Boiler.Blaster.Crane  Licensing 

417,201 

3.0% 

574,163 

3.9% 

576276 

3.8% 

02207  Crane  Licensing 

68,330 

0.5% 

99,563 

0.7% 

99,843 

0.7% 

02359  Chemical  Dependency  Counselors 

70382 

0.5% 

72,168 

0.5% 

72221 

0.5% 

02446  Board  Of  Psychologist  Exam 

78,158 

0.6% 

79,498 

0.5% 

79,544 

0.5% 

02448  Building  Codes  State  Spec  Rev 

4,065,267 

29.3% 

4,314,927 

29.0% 

4,309,667 

28.8% 

02580  Bd  Of  Athletice  Trainers 

10,917 

0.1% 

15,127 

0.1% 

18,583 

0.1% 

02679  Massage  Therapists 

62,042 

0.4% 

74,973 

0.5% 

75,024 

0.5% 

02764  Bd  Of  Adolescent  Res.  Or  Outdr  Pgr 

85,125 

0.6% 

88,381 

0.6% 

88,443 

0.6% 

02767  Hevators 

187,295 

1.3% 

202,057 

1.4% 

204,754 

1.4% 

02805  Weights  &  Measures  Bureau 

999,936 

72% 

1,036,080 

7.0% 

1,038249 

6.9% 

02808  Board  Of  Landscape  Architects 

30,976 

0.2% 

31,493 

02% 

31,509 

02% 

02809  Board  Of  Speech  Pathologists 

45,945 

0.3% 

47,416 

03% 

47,449 

0.3% 

02810  Bd  Of  Radiologic  Technologists 

89,504 

0.6% 

92,526 

0.6% 

92,583 

0.6% 

02811  Clinical  Lab  Science  Pract. 

57,169 

0.4% 

59,869 

0.4% 

59,905 

0.4% 

02812  Physical  Therapists 

91,137 

0.7% 

94203 

0.6% 

94360 

0.6% 

02813  Bd  Of  Nursing  Home  Admin 

46,423 

0.3% 

47,741 

03% 

47,776 

03% 

02814  Bd  Of  Hearing  Aid  Dispensers 

43,880 

03% 

44,855 

0.3% 

44,884 

0.3% 

02815  Board  Of  Public  Accountants 

358,923 

2.6% 

370,984 

2.5% 

371278 

2.5% 

02816  Board  Of  Sanitarians 

24,423 

02% 

24,631 

02% 

24,642 

0.2% 

02818  Electrical  Board 

348,623 

2.5% 

354,819 

2.4% 

351,969 

23% 

02819  Board  Of  Realty  Regulations 

785,752 

5.7% 

801,717 

5.4% 

802,054 

5.4% 

02820  Board  Of  Architects 

92,757 

0.7% 

95389 

0.6% 

95,427 

0.6% 

02821  Board  Of  Funeral  Service 

92,692 

0.7% 

93,423 

0.6% 

93,470 

0.6% 

02822  Board  Of  Chiropractors 

95,925 

0.7% 

98,547 

0.7% 

98,614 

0.7% 

02823  Professional  Engineers 

360,884 

2.6% 

378239 

2.5% 

378,402 

2.5% 

02824  Board  Of  Medical  Examiners 

1,071,086 

7.7% 

1305,149 

8.8% 

1,303348 

8.7% 

02826  Cosmetology  Board 

599,282 

43% 

613,421 

4.1% 

613,689 

4.1% 

02828  Board  Of  Plumbers 

281,080 

2.0% 

281,505 

1.9% 

281,628 

1.9% 

02829  Private  Investigator 

238,425 

1.7% 

243,806 

1.6% 

242,425 

1.6% 

02830  Board  Of  Dentistry 

230319 

1.7% 

236,391 

1.6% 

236,533 

1.6% 

02831  Board  Of  Optometrists 

27,117 

02% 

26,507 

02% 

26,524 

0.2% 

02832  Board  Of  Pharmacy 

640,089 

4.6% 

722,614 

4.8% 

722,622 

4.8% 

02833  Board  Of  Nursing 

853,414 

62% 

907,804 

6.1% 

986,840 

6.6% 

02834  Board  Of  Veterinarians 

96,751 

0.7% 

103,971 

0.7% 

104,133 

0.7% 

02840  Board  Of  Social  Workers 

187,689 

1.4% 

191,630 

13% 

191,733 

1.3% 

02852  Bd.  Of  Alternative  Health  Care 

63,050 

0.5% 

63344 

0.4% 

63277 

0.4% 

02854  Bd.  Of  Real  Estate  Appraisers 

222339 

1.6% 

225,409 

1.5% 

225,517 

1.5% 

02855  Bd  Of  Respiratory  Care 

31,479 

02% 

33,182 

02% 

33305 

02% 

03000   Total  Federal  Special  Funds 

12,465 

0.1% 

12,673 

0.1% 

12,669 

0.1% 

03293  Country  Of  Origin  Labeling 

12.465 

0.1% 

12.673 

0.1% 

12.669 

0.1% 

Grand  Total                                                            S 

13  874  069 

100.0%     $ 

14.901,597 

100.0%     s 

14  982.968 

100.0% 

The  Business  Standards  Division  is  funded  almost  entirely  through  state  special  revenue.  State  special  revenue  accounts 
are  maintained  for  each  type  of  licensee  and  professional  board.  Charges  and  fees  paid  by  licensees  are  deposited  to  the 
accounts  and  administrative  and  operational  expenses  of  the  division  are  charged  directly  to  the  funds.  A  small  amount  of 
federal  funds  from  a  Country  of  Origin  Labeling  grant  also  support  the  program. 
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LFD 
ISSUE 


Impact  on  Licensing  Boards 


The  executive  budget  for  this  program  includes  a  number  of  cost  increases  in  cost  allocation  and  indirect  costi 
rates,  and  for  various  operating  costs.   The  budget  as  presented  does  not  include  any  information  about  ho'wj 
the  requested  increases  impact  the  various  licensing  boards  or  fee  charged. 

The  legislature  may  wish  to: 

o     Request  a  summary  table  that  illustrates  FY  20 1 0  base  expenditures  and  the  FY  20 1 3  biennium  proposed  budget  I 

for  each  of  the  licensing  boards 
o     Discuss  with  the  department  which  if  any  licensing  fees  may  be  impacted  and  increased  as  a  result  of  funding-! 

increases  requested  in  the  executive  budget 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund- 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

so 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0.00% 
0.00% 
0.00% 
0.00% 


13,874,069 

586,794 

440,734 

0 


1 3,874,069 

595,785 

513,114 

0 


27,748,138 

1,182,579 

953,848 

0 


92.85% 
3.96% 
3.19% 
0.00% 


$14,901397        $14,982,968        $29,884,565 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

■iscal2013 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

Genera 
Fund 

'(Personal  Services 
I  'Vacancy  Savings 

Inflation/Deflation 

Fixed  Costs 

893,046 

(351,856) 

17,974 

27,630 

889,250 

(351,716) 

26,042 

32,209 

Total  Statewide  Present  Law  Adjustments 

$0 

$586,746 

$48 

$586,794 

$0 

$595,737 

$48 

$595,785 

DP  501  -  BSD  Indirect  Rate  Adjustment 
0.00 
HDP  503  -  BSD  General  Operating  Increase 

0.00 
.DP  504  -  BSD  Consulting  Increase 
0.00 
iDP  505  -  BSD  Data  Base  Maintenance 

0.00 
DP  506  -  BSD  Motorpool  Reduction 
0.00 

0 
0 
0 
0 
0 

204,997 

48,192 

97,824 

100,000 

(10,439) 

160 
0 
0 
0 
0 

205,157 
48,192 
97,824 

100,000 
(10,439) 

0.00 
0.00 

0.00 
0.00 
0.00 

0 
0 
0 
0 
0 

201,203 
120,147 
102,047 
100,000 
(10,439) 

156 
0 
0 
0 
0 

201,359 
120,147 
102,047 
100,000 
(10,439) 

Total  Other  Present  Law  Adjustments 
0.00 

$0 

$440,574 

$160 

$440,734 

0.00 

$0 

$512,958 

$156 

$513,114 

Grand  Total  All  Present  Law  Adjustments 

0.00                      $0 

$1,027320 

$208 

$1,027328 

0.00 

$0 

$1,108,695 

$204 

$1,108,899 

o 
o 


'Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

Pay  Plan  Exceptions  -  None 

Program  Specific  Obstacles  -  With  the  current  economic  situation  the  division  is  not  having  any  difficulty  in 
filling  vacant  positions.  However,  when  the  economy  does  turn  around  recruitment  and  retention  for  certain 
positions,  such  as  building  codes  inspectors  and  plan  reviewers,  will  be  difficult  with  the  limited  pay  we  are  able 
to  offer.  Additionally,  statutory  requirements,  such  as  the  requirement  that  a  registered  pharmacist  be  executive 
director  of  the  Board  of  Pharmacy  and  a  masters  level  nurse  with  multiple  years  of  education  experience  be  the 
education  director  for  the  Board  of  Nursing,  raise  additional  challenges  for  recruitment. 

Vacancy  -  Due  to  the  economic  conditions  the  division  has  not  experienced  a  high  degree  of  turnover  the  last 
two  years  with  one  exception,  crane  inspectors.  Due  to  the  limited  number  of  individuals  with  active  license  and 
high  demand  for  their  services,  retaining  a  licensed  inspector  is  difficult  during  the  construction  period.  Other 
than  incentives  already  in  place  such  as  four  ten  hour  days,  no  new  incentives  have  been  adopted.  Pay  is  the 
driving  force  behind  the  turnover  and  until  the  division  can  offer  several  times  the  amount  now  offered  for  this 
position  the  situation  will  continue.  The  workload  of  vacant  positions  has  been  shifted  to  other  employees  which 
given  the  slowdown  has  had  no  detrimental  effect  on  overall  inspection  numbers.  If  the  construction  industry 
rebounds,  then  we  expect  the  workload  issue  to  become  a  greater  concern. 

Legislatively  Applied  Vacancy  Savings  -  The  program  held  some  positions,  such  as  building  codes  inspectors, 
a  weights  and  measures  inspector,  and  a  program  manager,  open  longer  than  normal  and  was  able  to  achieve  an 
8.9%  vacancy  savings  rate. 

Pay/Position  Changes  -  None  this  biennium.  In  the  past,  the  division  had  established  a  higher  rate  of  pay  for 
building  inspectors  who  were  willing  to  add  additional  credentials  such  as  plumbing  to  an  existing  electrical 
credential.  This  has  saved  the  state  money  as  it  allows  one  building  inspector  to  make  one  trip  to  a  location  to  do 
multiple  inspections  (plumbing,  electrical,  etc.)  instead  of  sending  multiple  inspectors  to  the  same  site. 
Retirements  -  The  division  has  44  individuals  eligible  for  retirement  with  a  total  liability  of  $335,390.  Currently 
the  division  anticipates  the  retirement  of  three  individuals  with  a  corresponding  liability  of  $59,982. 
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6602  -  DEPARTMENT  OF  LABOR  &  INDUSTRY 05-BUSENESS  STANDARDS  DIVISION 

DP  501  -  BSD  Indirect  Rate  Adjustment  -  This  decision  package  requests  funding  to  support  an  anticipated  increase  due 
to  the  negotiated  cost  allocation  plan  (CAP)  and  the  Office  of  Information  Technology  (OIT)  network  support  indirect 
cost  rates.  This  increase  is  allocated  among  the  state  special  revenue  funds  supporting  the  various  licensing  boards. 

DP  503  -  BSD  General  Operating  Increase  -  This  decision  package  requests  state  special  revenue  funding  for  operating 
increases  including: 

o     Per  diem  and  travel  for  the  for  Board  of  Athletic  Trainers  and  the  Board  of  Respiratory  Therapists  -  neither  board 

met  in  FY  2010 
o     Postage  for  those  boards  that  did  not  renew  in  FY  2010 

o     Printing,  mailing  of  renewal  notices,  and  fee  collection  expenses  (Montana  Interactive) 
o     Contracted  services  for  anticipated  examinations  for  the  Board  of  Alternative  Health  Care  -  there  were  no 

examinations  administered  in  FY  20 1 0 
o     Other  costs  associated  with  expansion  of  the  Emergency  Medical  Technician  course  framework,  embryo  transfer 

examinations  for  the  Board  of  Veterinarians,  increases  in  dues  to  national  federations,  increased  rent,  purchase  of 

a  new  card  printer  for  license  identification,  and  out-of  state  travel  for  two  new  licensing  boards  to  attend 

national  meetings 

DP  504  -  BSD  Consulting  Increase  -  This  decision  package  request  state  special  revenue  for  increases  in  consultant  and 
professional  services  for  the  licensing  boards. 

DP  505  -  BSD  Data  Base  Maintenance  -  This  decision  package  requests  funding  for  the  maintenance  contract  for  the  new 
Accela  database  system  purchased  in  FY  2010.  Total  obligation  for  this  contract  is  $500,000  of  which  $400,000  is 
included  in  the  FY  2010  base  budget. 

DP  506  -  BSD  Motorpool  Reduction  -  This  decision  package  includes  a  reduction  in  motor  pool  costs  to  reflect  the 
return  of  one  vehicle  in  FY  201 1 . 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


'Program  Budget  Comparison 
jBudget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  20 11 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

1FTE 

I 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

0.00 

0.00% 

Personal  Services 
•Operating  Expenses 
Grants 
"Transfers 

257,803 

217,616 

2,444,100 

80,040 

239,645 

258,894 

2,155,787 

275,274 

267,217 

233,176 

2,444,100 

80,040 

266,554 

233,329 

2,444,100 

80,040 

497,448 

476,510 

4,599,887 

355,314 

533,771 

466,505 

4,888,200 

160,080 

36,323 

(10,005) 

288,313 

(195,234) 

7.30% 

(2.10%) 

6.27% 

(54.95%) 

Total  Costs 

,  General  Fund 
iState  Special 
-Federal  Special 

$2,999^59 

$2,929,600 

$3,024333 

$3,024,023 

$5,929,159 

$6,048356 

$119397 

2.01% 

122,920 

39,070 

2,837,569 

123,933 

39,370 

2,766,297 

123,663 

39,414 

2,861,456 

123,922 

39389 

2,860,712 

246,853 

78,440 

5,603,866 

247,585 

78,803 

5,722,168 

732 

363 

118,302 

0.30% 
0.46% 
2.11% 

Total  Funds 

$2,999,559 

$2,929,600 

$3,024333 

$3,024,023 

$5,929,159 

$6,048,556 

$119397 

2.01% 

Program  Description 

The  Office  of  Community  Services  provides  administration  for  the  Corporation  for  National  and  Community  Service 
jAmeriCorps  State  programs,  community  service,  and  volunteer  efforts  statewide.  The  office  was  created  by  the  1993 
;Legislature,  at  the  request  of  the  Governor,  to  engage  citizens  in  service  and  support  volunteer  opportunities  focused  on 
critical  community  needs.  The  office  works  with  the  Montana  Commission  on  Community  Service  to  promote  civic 
'engagement,  particularly  among  youth  and  older  Montanans. 


Program  Highlights 


Office  of  Community  Service 
Major  Budget  Highlights 


♦     The  increase  of  just  over  2%  is  due  entirely  to  statewide  present  law 
adjustments 


Funding 

JThe  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Office  Of  Community  Services 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

S 

122,920 

4.1% 

S 

123,663 

4.1% 

% 

123,922 

4.1% 

01 100  General  Fund 

122,920 

4.1% 

123,663 

4.1% 

123  922 

4.1% 

02000    Total  State  Special  Funds 

39,070 

1.3% 

39,414 

1.3% 

39,389 

1.3% 

02190  OcsCbi  Training 

39,070 

1.3% 

39,414 

1.3% 

39,389 

1.3% 

03000    Total  Federal  Special  Funds 

2,837,569 

94.6% 

2,861,456 

94.6% 

2,860,712 

94.6% 

03322  Mt  Community  Service  Fsr 

2.837.569 

94.6% 

2.861.456 

94.6% 

2,860.712 

94.6% 

Grand   Total 

$ 

2.999.559 

100  0% 

s 

3.024.533 

100.0% 

| 

3.024.023 

100.0% 

Hie  major  funding  source  for  this  program  is  federal  revenue.  General  fund  and  state  special  revenue  fund  most  of  the 
idministrative  expenses  for  the  program,  with  federal  revenue  providing  the  remainder  and  providing  the  funding  for  the 
grants  and  special  projects  administered  by  the  program. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


-General  Fund- 


-Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


122,920 

743 

0 

0 

$123,663 


122,920 

1,002 

0 

0 

$123,922 


245,840 

1,745 

0 

0 

$247,585 


99.30% 
0.70% 
0.00% 
0.00% 


2,999,559 

24,974 

0 

0 

$3,024,533 


2,999,559 

24,464 

0 

0 

$3,024,023 


5,999,118 

49,438 

0 

0 

$6,048,556 


99.18% 
0.82% 
0.00% 
0.00% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

Fiscal  20 11 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

20,514 

(11,100) 

(406) 

15,966 

19,823 
(11,072;| 
(397)i| 
16,1  lCij 

Total  Statewide  Present  Law  Adjustments 

$743 

$344 

$23,887 

$24,974 

$1,002 

$319 

$23,143 

$24,464  : 

Grand  Total  All  Present  Law  Adjustments 

0.00                  $743 

$344 

$23,887 

$24,974 

0.00 

$1,002 

$319 

$23,143 

,,. 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
exarmning  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  None 

o     Vacancy  - 

o  Legislatively  Applied  Vacancy  Savings  -  The  agency  must  immediately  fill  positions  when  vacancies  occur  to 
avoid  overtime.  Other  program  authority  was  used  to  fund  personal  services. 

o  Pay/Position  Changes  -  One  reclassification  and  one  increase  due  to  successful  completion  by  a  new  hire  of  a 
probationary  period  were  made. 

o     Retirements  -  None 
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'  Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 


Base 

Fiscal  2010 


Approp. 
Fiscal  2011 


Budget 

Fiscal  2012 


Budget 
Fiscal  20 13 


Biennium 
Fiscal  10-11 


Biennium 
Fiscal  12-13 


Biennium 
Change 


Biennium 
%  Change 


FTE 

Personal  Services 
Operating  Expenses 

Total  Costs 

State  Special 

Total  Funds 


7.00 

474,733 
165,079 

$639,812 

639,812 

$639,812 


7.00 

473,287 
192,141 

$665,428 

665,428 

$665,428 


7.00 

502,220 
169,602 

$671,822 

671,822 

$671,822 


7.00 

501,162 
171,127 

$672,289 

672,289 

$672,289 


7.00 

948,020 
357,220 

$1,305,240 

1,305,240 
$1,305,240 


7.00 

1 ,003,382 
340,729 

$1,344,111 

1,344,111 
$1,344,111 


0.00 

55,362 
(16,491) 

$38,871 

38,871 

$38,871 


0.00% 

5.84% 
(4.62%) 

2.98% 

2.98% 

2.98% 


I  Program  Description 

The  Workers'  Compensation  Court  provides  a  venue  for  Montana  employees,  employers,  and  the  insurance  industry  to 
resolve  disputes  arising  from  work-related  injuries  and  occupational  diseases.  The  court  is  attached  to  the  department  for 
"  administrative  purposes  only. 

-j 

'Program  Highlights 


Workers  Compensation  Court 
Major  Budget  Highlights 


♦     The  increase  of  almost  3%  is  due  to  statewide  present  law  adjustments  and  a 
small  operating  increase 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Workers  Compensation  Court 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY  2010             FY  2012 

%  ofBudget 
FY  2012 

Budget 
FY  2013 

%  ofBudget 
FY  2013 

02000   Total  State  Special  Funds 

02455  Workers'  Comp  Regulation 
Grand   Total 

$          639,812 

639.812 

$          639.812 

100.0%     $          671,822 
100.0%                671.822 
100.0%     $          671.822 

100.0% 
100.0% 
100.0% 

$         672,289 

672.289 

$          672.289 

100.0% 
100.0% 

100.0% 

Ihe  court  is  entirely  funded  with  state  special  revenue  derived  from  a  fee  charged  to  workers  compensation  carriers  in 
Montana. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 
Budget  Item 

Total 

"unds 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 
Fiscal  201 

2 

Budget 

Fiscal  2013 

Biennium 
Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0 
0 
0 
0 

$0 

0.00% 
0.00% 
0.00% 
0.00% 

639,812 

28,602 

3,408 

0 

$671,822 

639,812 

27,677 

4,800 

0 

$672,289 

1,279,624 

56,279 

8,208 

0 

$1344,111 

95.20% 
4.19% 
0.61% 
0.00% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

~al  20 1 "> - 

Fiscal  20 13 

State 
Special 

Federal 
Special 



Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

48,413 

(20,926) 

(175) 

1,290 

47,31! 

(20,882; 

(100 

1,34? 

Total  Statewide  Present  Law  Adjustments 

$0 

$28,602 

$0 

$28,602 

$0 

$27,677 

$0 

$27,67: 

DP  902  -  WCC  General  Operating  Increase 

0.00                        0 

3,408 

0 

3,408 

0.00 

0 

4,800 

0 

4,80( 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$3,408 

$0 

$3,408 

0.00 

$0 

$4,800 

$0 

$4,8(M 

Grand  Total  All  Present  Law  Adjustments 

0.00                       $0 

$32,010 

$0 

$32,010 

0.00 

$0 

$32,477 

$0 

$32,47' 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  None 

o     Program  Specific  Obstacles  -  None 

o     Vacancy  -  No  frequent  vacancies  were  reported. 

o     Legislatively  Applied  Vacancy  Savings  -  One  position  was  left  vacant  for  a  period  of  time.  The  judge  declined 

his  salary  increase, 
o     Pay/Position  Changes  -  One  position  was  provided  an  increase  due  to  successful  completion  of  a  new  hire 

probationary  period. 

o     Retirements  -  By  the  end  of  the  2013  biennium,  two  employees  are  eligible  for  retirement  with  a  compensation 
absence  liability  of  $7,049. 

DP  902  -  WCC  General  Operating  Increase  -  The  Workers'  Compensation  Court  is  requesting  $3,408  in  FY  2012  and 
$4,800  in  FY  2013  in  state  special  revenue  for  off  campus  rent  increase. 
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Language  and  Statutory  Authority 

The  executive  recommends  that  the  following  language  be  included  in  HB  2: 

i"The  workers'  compensation  court  is  appropriated  up  to  $20,000  in  state  special  revenue  for  the  2011  biennium  to 
'contract  for  replacement  judges  when  the  workers'  compensation  judge  must  recuse  himself  from  a  case.  The 
appropriation  is  contingent  upon  passage  and  approval  of  legislation  providing  a  process  for  such  a  substitution  to 
"occur." 
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SUMMARY 


Agency  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  agency  by  year,  type  of  expenditure,  and  source  of  • 
funding. 


Agency  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

192.66 

192.66 

193.82 

193.82 

192.66 

193.82 

1.16 

0.60 

Personal  Services 

Operating  Expenses 

Equipment  &  Intangible  Assets 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

10,767,265 

14,815,955 

357,423 

0 

5,265,505 

2,280 

441,549 

10,506,254 

16,327,320 

323,976 

0 

13,614,431 

2,280 

0 

11,184,368 

15,610,541 

357,423 

0 

5,367,505 

2,280 

441,549 

11,209,981 

15,562,628 

357,423 

0 

5,367,505 

2,280 

441,549 

21,273,519 

31,143,275 

681,399 

0 

18,879,936 

4,560 

441,549 

22,394,349 

31,173,169 

714,846 

0 

10,735,010 

4,560 

883,098 

1,120,830 

29,894 

33,447 

0 

(8,144,926) 

0 

441,549 

5.27 

0.10 

4.91 

r 

(43.14° 
0.00 

100.00 

Total  Costs 

$31,649,977 

$40,774,261 

$32,963,666 

$32,941,366 

$72,424,238 

$65,905,032 

($6^19,206) 

(9.00"! 

General  Fund 
State  Special 
Federal  Special 

5,612,637 

1,127,398 

24,909,942 

5,825,156 

1,393,170 

33,555,935 

5,622,291 

1,383,886 

25,957,489 

5,613,922 

1,366,373 

25,961,071 

11,437,793 

2,520,568 

58,465,877 

1 1,236,213 

2,750,259 

51,918,560 

(201,580) 

229,691 

(6,547,317) 

(1.76: 

9.11, 

(11. 20*. 

Total  Funds 

$31,649,977 

$40,774,261 

$32,963,666 

$32,941366 

$72,424,238 

$65,905,032 

($6319,206) 

(9.00°, 

The  following  is  the  agency  organizational  chart,  with  contact  information.  The  chart  has  been  modified  by  the  LFD  to 
include  the  FY  2010  base  budget  FTE,  general  fund,  and  total  funds  for  each  program.  As  applicable,  total  agency 
proprietary  funds  and  statutory  appropriations,  along  with  associated  FTE,  are  also  shown. 


6701  Department  of 

Military  Affairs 

BG  John  E.  Walsh  X324-3010 

Total  FTE -192.66 

Total  General  Fund  -  $S.6M 

Total  All  Funds -S31.6M 


01  Centralized  Services 

Karen  Revious 

X324-3330 

FTE -12.20 

General  Fund  -  S0.6M 

All  Funds  -  $0  8M 


02  Challe/VGe  Academy 

Jan  Rouse 

X683-7556 

FTE -49  15 

General  Fund  -S1.3M 

All  Funds  -  S3.3M 


03  Scholarship  Program 

Colonel  Jeff  Ireland 

X324-3010 

FTE-0 

General  Fund  -  S0.2M 

All  Funds -$0. 2M 


04  STARBASE 

Mike  Stone 

X324-3727 

FTE -2.00 

General  Fund  -  SCO 

All  Funds -S0.3M 

12  Army  National  Guard/State 

BG  Stan  Putnam 

X324-3010 

FTE -42  31 

General  Fund  -S1.2M 

AIIFunds-S13  6M 


13  Air  National  Guard/State 

BG  Brad  Llivingston 

X324-3010 

FTE -34  00 

General  Fund  ■  S0.4M 

All  Funds- S3. 9M 


21  Disaster  &  Emergency  Services 
EdTinstey  X841-3953 

FTE  -  23  00 

General  Fund  -S1.1M 

All  Funds  -S7.7M 


31  Veterans  Affairs  Division 

Joseph  Foster  X324-3741 

FTE  -  30  00 

General  Fund  -  SO  9M 

All  Funds-  S1.8M 


Agency  Description 

Agency  Mission:  To  provide  for  safety  and  well  being  for  citizens  of  Montana  through  mission-ready  forces,  for  federal 
and  state  activations,  emergency  services  as  directed  by  the  Governor,  and  services  to  Montana  Veterans. 
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SUMMARY 


The  Department  of  Military  Affairs  is  administered  by  the  Adjutant  General  and  his  staff.  The  agency  oversees  all 
activities  of  the  Army  and  Air  National  Guard,  Disaster  and  Emergency  Services,  the  National  Guard  Youth  Challenge 
program,  and  the  National  Guard  educational  outreach  program,  STARBASE.  The  Veterans  Affairs  Division,  which  is 
administratively  attached  to  the  department,  manages  and  coordinates  with  state  and  federal  agencies  in  providing 
services  for  veterans  and  their  families  as  well  as  the  state  veterans'  cemeteries. 


The  department,  through  the  Army  and  Air  National  Guard,  manages  a  joint  federal-state  program  that  maintains  trained 
and  equipped  military  organizations  for  the  Governor  in  the  event  of  a  state  emergency  and  the  President  in  the  event  of  a 
national  emergency.  The  department  also  plans  for  and  coordinates  state  responses  in  disaster  and  emergency  situations. 

Agency  Highlights 


Department  of  Military  Affairs 
Major  Budget  Highlights 


The   Governor's   proposed   budget   decreases   by   9%   from   the   previous 
biennium  due  primarily  from  a  change  in  the  requested  level  of  federal 
special  revenue  spending  authority  related  to  federal  grant  funds 
Major  initiatives  in  the  executive  budget  include: 

•  4%  personal  services  general  fund  reduction  eliminating  4.84  FTE 
across  the  agency 

•  The  addition  of  6.0  FTE  fire  fighter  positions  in  the  Air  National 
Guard 

General  fund  decreases  by  1.76%  over  the  biennium  due  to: 

•  A  change  in  the  state-federal  funding  match  for  the  Youth  Challenge 
program 

•  The  4%  personal  services  general  fund  reductions 


Legislative  Action  Issues 


♦  Major  LFD  Issues 

•  There  is  no  proposal  included  in  the  executive  budget  to  address 
ongoing  personal  services  expenditure/funding  issues  in  the  Youth 
Challenge  Program 

•  Requested  level  of  funding  for  the  Veterans'  Affairs  program  is  not 
sustainable  from  the  state  special  revenue  account  budgeted 

♦  Interim  Committee  Recommendations 

•  The  Legislative  Finance  Committee  recommends  that  the  budget 
starting  point  be  the  adjusted  base  minus  5% 


|  Agency  Discussion 

Goals  and  Objectives: 

State  law  requires  agency  and  program  goals  and  objectives  to  be  specific  and  quantifiable  to  enable  the  legislature  to 
establish  appropriations  policy.  As  part  of  its  appropriations  deliberations  the  legislature  may  wish  to  review  the 
following: 

o     Goals,  objectives  and  year-to-date  outcomes  from  the  201 1  biennium. 

o  Critical  agency  goals,  objectives,  and  anticipated  outcomes  and  their  correlation  to  the  executive's  budget  request 
for  the  20 1 3  biennium. 

2011  Biennium  Goals 


The  following  provides  an  update  of  the  goals  monitored  by  the  LFC  during  the  201 1  biennium. 
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The  LFC  monitored  one  goal  of  the  Department  of  Military  Affairs  during  the  20 1 1  biennium.  The  Disaster  and 
Emergency  Services  (DES)  division  administers  a  state  special  revenue  fund  that  receives  revenue  from  a  surcharge  on 
conservation  licenses  and  from  a  portion  of  the  off-road  vehicle  licensing  fees.  These  funds  are  used  to  defray  some  of 
the  costs  of  local  search  and  rescue  organizations  including  reimbursement  for  costs  of  rescue  missions,  training,  and  for 
matching  funds  for  equipment  and  other  activities.  The  monitored  DES  goal  was  to  improve  the  process  of  distributing 
funding  to  local  entities  for  search  and  rescue  activities  from  this  account.  Objective  performance  measures  examined 
included: 

o     The  number  of  local  funding  applications  processed 

o     The  average  funding  amounts  requested 

o     The  time  between  application  for  and  distribution  of  funding 

During  each  reporting  period,  the  agency  provided  the  LFC  workgroup  with  the  relevant  data  for  the  performance 
measurements.  The  division  hired  a  temporary  employee  to  interface  with  the  Montana  Sheriffs  and  Peace  Officers 
Association  and  local  search  and  rescue  organizations  to  raise  the  level  of  knowledge  and  understanding  and  to  provide 
training  on  the  reimbursement  processes.  The  agency  further  identified  certain  elements  of  the  Montana  Code  Annotated 
(MCA)  and  administrative  rule  that  could  possibly  be  changed  to  streamline  the  process  of  distributing  the  funding  to 
local  entities. 

Proposed  legislation  was  submitted  by  the  agency  to  modify  MCA  to  allow  for  greater  flexibility  in  funding  of  the 
various  types  of  reimbursement  requests  and  for  the  establishment  of  estimated  funding  availability  so  that  disbursements 
can  be  obligated  in  advance  of  actual  revenues. 

During  the  LFC  performance  measurement  workgroup  meeting  in  October  of  2010,  the  workgroup  members,  satisfied 
with  the  reporting  and  progress  the  division  had  made  in  obtaining  the  monitored  goal,  released  the  agency  from  further 
reporting. 

2013  Biennium  Goals 

During  the  interim  the  LFC  met  with  the  agency  to  select  critical  goals  and  performance  measurements  for  the  legislature 
to  consider  during  the  appropriation  process.  The  LFD  did  not  select  critical  goals  and  performance  measures  for  the 
agency  to  monitor. 

Agency  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o  Labor  Market  Experience  -  The  Department  of  Military  Affairs  has  been  able  to  effectively  fill  vacant 
positions  during  the  previous  biennium.  Recent  hiring  pools  have  been  large,  but  a  majority  of  the  applicants  do 
not  meet  the  minimum  qualifications.  Nevertheless,  multiple  recruitments  for  the  same  position  have  been  rare. 
Rejections  of  offers  of  employment  have  also  been  rare,  but  rate  of  pay  is  the  typical  reason  cited  for  the 
rejection, 
o     Pay  Philosophy  -  Salaries  for  new  hires  are  between  85  and  100%  of  market  depending  on  qualifications.  The 

agency  does  not  use  pay  as  a  component  of  succession  planning  or  career  tracks, 
o     Obstacles  -  There  have  been  no  obstacles  identified  by  the  agency  in  attracting  and  retaining  qualified  workers. 

Agency  Overview 

The  executive's  proposed  budget  for  the  Department  of  Military  Affairs  decreases  by  9.0%  from  the  previous  biennium. 
This  change  is  significantly  attributable  to  the  reduced  request  for  federal  special  revenue  spending  authority  for  grants  in 
the  Disaster  and  Emergency  Services  (DES)  Division.  In  the  previous  biennium,  DES  had  estimated  all  of  the  federal 
grants  that  could  be  received  by  the  state  and  requested  the  appropriation  authority  for  that  amount,  roughly  $  1 4  million 
each  year  of  the  biennium,  in  HB  2.  In  prior  biennia,  the  agency  had  used  base  budget  amounts  for  HB  2  authority 
requests  and  then  requested  budget  amendment  authority  from  the  executive  as  federal  grants  were  received  after  the  end 
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'  of  the  legislative  session.  Because  of  a  number  of  factors,  including  timing  of  the  federal  fiscal  year,  type  and 
availability  of  grant  funding,  and  original  appropriation  type,  only  a  fraction  of  the  actual  grant  expenditures  from  federal 
funding  sources  is  accounted  for  in  the  base  year  for  budgeting  purposes.  The  proposed  budget  for  DES  includes  grant 
expenditure  amounts  consistent  with  the  base  year  and  no  proposal  was  included  to  bring  the  requested  appropriation 
amounts  to  the  level  that  was  requested  in  the  previous  biennium.  The  result  of  this  is  an  artificially  large  decrease  in  the 
proposed  budget.  If  the  decreased  grant  funding  were  backed  out  of  the  proposed  budget,  the  remaining  proposal  would 
show  a  2.2%  increase  from  the  previous  biennium. 

The  Department  of  Military  Affairs  currently  employs  192.66  FTE  funded  under  HB  2.  The  proposed  budget  contains  a 
net  increase  of  1.16  FTE.  The  proposed  agency-wide  4%  general  fund  personal  services  reduction  eliminates  4.84  FTE 
across  multiple  divisions.  The  offset  of  this  reduction  that  results  in  the  net  growth  is  the  requested  addition  of  6.0  FTE 
Air  National  Guard  federally  funded  fire  fighter  positions  as  required  by  the  federal  National  Guard  Bureau.    The 

'  federally  funded  STARBASE  program  started  the  2011  biennium  with  4.0  FTE,  but  transferred  the  positions  to  other 
divisions  just  prior  to  the  base  year  personal  services  snapshot.    The  National  Guard  Challenge  program  is  the  largest 

'  employer  of  FTE  in  the  division  with  47.65  FTE  positions  in  the  proposed  budget  accounting  for  24.6%  of  the  total 

'  number  of  employees  funded  under  HB  2. 

Changes  in  state  funds  matching  requirements  for  the  National  Guard  Challenge  program  have  significantly  reduced  the 
amount  of  general  fund  required  for  the  program.    Please  see  the  funding  section  of  the  program  for  details. 

I  Common  Purpose  Decision  Packages 

The  following  group  of  decision  packages  addresses  common  purposes  that  cross  program  lines  within  the  agency.   The 
,  legislature  may  wish  to  examine  and/or  act  on  the  decision  packages  as  a  group. 

With  the  exception  of  the  Scholarship  program,  each  of  the  agency's  divisions  include  a  commonly  numbered  (DP 
55400)  decision  package  implementing  a  4%  personal  services  general  fund  reduction.  Each  of  these  decision  packages 
is  also  included  in  the  5%  reduction  plan  that  was  submitted  with  the  proposed  budget.  The  agency  wide  impact  of  these 
decision  packages  is  the  elimination  of  4.84  FTE  and  a  $436,826  reduction  in  total  funding.  Because  of  state-federal 
|  matching  requirements,  federal  funding  is  negatively  impacted  by  the  reduction  in  general  fund  in  several  of  the 
programs.  The  impacts  of  these  reductions  vary  by  program,  from  little  or  no  impact  due  to  the  removal  of  a  vacant 
position  to  increased  workload  for  remaining  staff. 

!5%  Reduction  Plan 

i:  Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
'following  table  lists  the  components  of  the  5%  reduction  plans  for  the  agency.  If  the  component  is  included  in  the 
-.executive  budget  the  specific  decision  package  is  listed. 
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Total  5%  Reduction  Plan  Identified  by  Military  Affairs,  By  Division 

Included  and  Not  Included  in 

Executive  Budget 

2013  Biennium 

% 

State  Special 

% 

Program/DP  Number/Description                                                   FTE 

General  Fund 

OfTotal 

Revenue 

OfTotal 

Central  Services  Division 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction                           0.44 

$46,141 

8.2% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95101  5%  Plan  General  Operaing  Expense  Reduction 

$16,909 

3.0% 

$0 

0.0% 

Total  Central  Serivces  Division 

$63,050 

11.2% 

$0 

0.0% 

Montana  Youth  Challenee 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction*                         1.50 

$42,435 

7.6% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95102  5%  Plan  General  Operaing  Expense  Reduction* 

$84,029 

15.0% 

$0 

0.0% 

Total  Montana  Youth  Challenge 

$126,464 

22.6% 

$0 

0.0% 

Scholarship  Program 

Not  Included  in  Executive  Budget 

95103  5%  Plan  General  Operaing  Expense  Reduction 

20.940 

3.7% 

0 

0.0% 

Total  Scholorship  Program 

$20,940 

3.7% 

$0 

0.0% 

Armv  National  Guard 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction                           0.50 

$9,484 

1.7% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95112  5%  Plan  General  Operaing  Expense  Reduction 

112.528 

20.1% 

0 

0.0% 

Total  Army  National  Guard 

$122,012 

21.8% 

$0 

0.0% 

Air  National  Guard 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction*                          0.40 

$11,154 

2.0% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95113  5%  Plan  General  Operaing  Expense  Reduction* 

25,080 

4.5% 

0 

0.0% 

Total  Air  National  Guard 

$36,234 

6.5% 

$0 

0.0% 

Disaster  and  Emereencv  Services 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction*                           1.00 

$55,305 

9.9% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95121  5%  Plan  General  Operaing  Expense  Reduction* 

49.815 

8.9% 

21.120 

18.7% 

Total  Disaster  and  Emergency  Services 

$105,120 

18.8% 

$21,120 

18.7% 

Veterans'  Affairs 

Included  in  Executive  Budget 

55400  4%  Personal  Services  Reduction                             1.00 

$60,106 

10.7% 

$0 

0.0% 

Not  Included  in  Executive  Budget 

95131  5%  Plan  General  Operaing  Expense  Reduction 

26.608 

4.7% 

91.566 

81.3% 

Total  Veterans'  Affairs 

$86,714 

15.5% 

$91,566 

81.3% 

Total  Reduction  Plan 

$224,625 

40.1% 

$0 

0.0% 

Included  in  Executive  Budget 

Not  Included  in  Executive  Budget 

335,909 

59.9% 

112.686 

100.0% 

Total  Agency  Reduction  Plan 

smjM 

$112,686 

♦Federal  funds  would  also  be  impacted.  See  the  decision  package  description  for  further  information. 
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■Narrative  Discussion 

In  general,  the  5%  reduction  plan  that  was  submitted  with  the  executive's  proposed  budget  includes  two  items:  a  4% 
general  fund  personal  services  reduction  and  various  unspecified  operating  expense  reductions.  The  4%  personal 
services  reductions  are  included  in  the  Governor's  proposed  budget  and  are  discussed  above  and  detailed  in  each  of  the 
program  sections.  The  unspecified  operating  expense  reductions  that  are  not  included  in  the  budget  comprise  60%  of  the 
general  fund  reductions  and  100%  of  the  state  special  revenue  reductions.  What  is  not  shown  in  the  table  above  is  the 
impact  to  federal  special  revenue  funding  as  a  result  of  state- federal  matching  requirements  in  the  agency.  The  total 
Reduction  of  federal  funding  is  $580,643  for  the  biennium,  $368,441  of  which  is  not  included  in  the  proposed  budget. 

The  agency  did  not  provide  specific  impacts  related  to  the  unspecified  operating  expense  reductions  as  required  by  law, 
or  the  additional  federal  special  revenue  reductions  resulting  from  the  plan.  The  adoption  of  the  5%  reduction  plan  by 
the  legislature  would  reduce  total  funding  for  the  agency  by  a  further  1.24%  from  the  executive's  proposed  budget. 


LFD 
ISSUE 


Agency  Has  Not  Provided  Impacts 


17-7-1 1 1  (3)(f),  MCA  requires  that  agencies  submit  a  5%  reduction  plan,  and  that  it  also  submit,  among  other 

things,  a  prioritized  list  of  services  that  would  be  reduced  or  eliminated  and  the  consequences  or  impacts  of 

the  proposed  elimination  or  reduction  of  each  service.  Without  specificity  or  consequences,  the  legislature  has  no  way  of 

determining  what  impact  the  reduction  will  have  either  on  the  agency's  ability  to  provide  services  or  what  services  may 

be  reduced  or  eliminated. 


LFD 
COMMENT 


A  change  in  the  federal-state  matching  requirement  for  the  National  Guard  Youth  Challenge  program 
resulted  in  a  reduction  of  general  fund  totaling  nearly  $800,000  from  the  previous  biennium.  The  5% 
reduction  plan  requires  that  the  agency  create  a  plan  for  reducing  their  proposed  budget  by  5% 
annually  of  the  general  fund  and  some  state  special  revenue  funds  in  the  current  biennium.  For  the 
Department  of  Military  Affairs,  the  general  fund  reduction  target  for  the  2013  biennium  is  $560,534.  As  noted  above, 
±is  amount  does  not  include  the  impact  on  federal  funds  of  $580,634.  The  reduction  in  general  fund  as  a  result  of  the 
jfederal-state  match  requirement  in  the  Youth  Challenge  program  would  have  been  more  than  sufficient  to  satisfy  the 
(requirements  of  the  5%  reduction  plan  (not  including  the  state  special  revenue  portion)  with  no  impact  to  federal  funding, 
put  the  executive  did  not  choose  to  exercise  this  option  in  the  proposed  budget. 


Funding 

'Die  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor, 
funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2013  Biennium  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  Centralized  Services  Division 

J           1 ,288,841 

$                 -    $ 

651,344     $ 

1,940,185 

194% 

02  Challenge  Program 

1.668322 

- 

5.104,975 

6,773,297 

1028% 

03  Scholarship  Program 

418,816 

- 

- 

418,816 

0.64% 

04  Starhase 

- 

- 

631,903 

631.903 

0.%% 

12  Anny  National  Guard  Pgm 

3,253,850 

• 

25,026,397 

28,280.247 

42.91% 

13  Air  National  Guard  Pgm 

750,986 

- 

8,027,045 

8.778,031 

1332% 

21  Disaster  &  Emergency  Services 

2,082,706 

720.400 

12,476,896 

15,280,002 

23.18% 

31  Veterans  A  Sain  Program 
Grand  Total 

1.772.692 
S          11.236.211 

2.029.859 

_ 

3.802.551 
65.905.032 

5.77% 
100  00% 

$    2.750.259    $ 

51.918  560     % 

j"he  Department  of  Military  Affairs  is  dominated  by  federal  government  initiatives,  programs,  and  objectives.  As  such 
he  agency's  primary  funding  source  is  federal  funds.  The  exceptions  to  this  paradigm  are  the  Centralized  Services, 
Veterans"  Affairs,  and  Scholarship  programs.   Although  total  general  fund  use  declines  by  $201,580  from  the  previous 
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biennium,  the  reduction  in  federal  revenue  authority  for  DES  grants  increases  general  fund  as  a  portion  of  total  agency 
funding  from  15.8%  in  the  201 1  biennium  to  17%  in  the  2013  biennium  as  proposed  by  the  executive. 
State  special  revenue  funds  are  included  in  the  budgets  of  the  DES  and  the  Veterans'  Affairs  programs.    Veterans' 
Affairs  accounts  for  73.8%  of  the  state  special  revenue  funding  with  revenues  generated  through  vehicle  registrations, 
specialty  license  plate  sales,  and  cemetery  plot  fees. 

Statutory  Appropriations 

The   following  table   shows   the  total   statutory  appropriations   associated  with  this   agency.      Because  statutory 
appropriations  do  not  require  reauthorization  each  biennium,  they  do  not  appear  in  HB  2  and  are  not  routinely  examined   j 
by  the  legislature.  The  table  is  provided  so  that  the  legislature  can  get  a  more  complete  picture  of  agency  operations  and 
associated  policy. 

As  appropriate,  LFD  staff  has  segregated  the  statutory  appropriations  into  two  general  categories:  1 )  those  where  the 
agency  primarily  acts  in  an  administrative  capacity  and  the  appropriations  consequently  do  not  relate  directly  to  agency 
operations;  and  2)  those  that  have  a  more  direct  bearing  on  the  mission  and  operations  of  the  agency. 


:: 


Statutory  Appropriations 

Department  of  Military  Aflairs 

Fund 

Fiscal 

Fiscal 

Fiscal 

Purpose 

MCA  ft 

Source 

2010 

2012 

2013 

No  Direct  Bearinz  on  Azencv  Operations 

10-1-1202 

GF 

$0 

$0 

$0 

National  Guard  death  benefit 

MT  military  family  relief 

10-1-1303 

SSR 

$27,500 

$0 

$0 

Direct  Bearinz  on  Azencv  Overations 

10-2-603 

SSR 

$236,023 

$232,854 

$233,224 

State  veterans'  cemetary 

Emergency  and  Disaster 

10-3-203 

FSR 

$44,283 

$0 

$0 

Federal  payments  for  disasters  an  fire  suppression 

Local  incidence  response  by  state 

10-3-310 

GF 

$0 

$0 

$0 

Governor  dec  laired  emergency  or  disaster 

10-3-312(1) 

GF 

$301,962 

$0 

$0 

Contingency  to  address  environmental  problem 

75-1-1101 

SSR 

$0 

$0 

$0 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent  Budget 

Fiscal  20 12         Fiscal  2013  Fiscal  12-13  of  Budget  Fiscal  2012 


Total  Funds 

Budget  Biennium  Percent 

Fiscal  2013  Fiscal  12-13  of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


5,612,637 

(27,705) 

149,646 

(112,287) 

$5,622,291 


5,612,637 
(36,023) 
149,646 

(112,338) 

$5,613,922 


11,225,274 

(63,728) 

299,292 

(224,625) 

$11,236,213 


99.90% 

(0.57%) 

2.66% 

(2.00%) 


31,649,977 

(74,838) 

1,233,932 

154,595 

$32,963,666 


31,649,977 

(92,528) 

1,219,477 

164,440 

$32,941,366 


63,299,954 

(167,366) 

2,453,409 

319,035 

$65,905,032 


96.05 
(0.25' 

11 
0.45 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
'funding. 


Program  Budget  Comparison 
Budget  item 

Base 

Fiscal  2010 

Approp. 

Fiscal  2011 

Budget 

Fiscal  2012 

Budget 
Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

12.20 

12.20 

11.76 

11.76 

12.20 

11.76 

(0.44) 

(3.61%) 

Personal  Services 
"Operating  Expenses 
'Equipment  &  Intangible  Assets 

Benefits  &  Claims 

792,410 

90,224 

0 

2,280 

842,364 

79,281 

1,291 

2,280 

877,496 

92,344 

0 

2,280 

878,718 

87,067 

0 

2,280 

1,634,774 

169,505 

1,291 

4,560 

1,756,214 

179,411 

0 

4,560 

121,440 

9,906 

(1,291) 

0 

7.43% 

5.84% 

(100.00%) 

0.00% 

Total  Costs 

$884,914 

$925,216 

$972,120 

$968,065 

$1,810,130 

$1,940,185 

$130,055 

7.18% 

"General  Fund 
federal  Special 

632,072 
252,842 

641,685 
283,531 

646,645 

325,475 

642,196 
325,869 

1,273,757 
536,373 

1,288,841 

651,344 

15,084 
114,971 

1.18% 
21.43% 

Total  Funds 

$884,914 

$925,216 

$972,120 

$968,065 

$1,810,130 

$1,940,185 

$130,055 

7.18% 

Program  Description 

The  Centralized  Services  Division  provides  departmental  administration  through  the  Office  of  the  Adjutant  General  and 
department-wide  support  for  accounting,  fiscal  management,  personnel,  labor  relations,  and  purchasing  and  property 
management  oversight.  The  program  operates  in  accordance  with  Title  2,  Chapter  15,  part  12  and  Title  10,  MCA. 

Program  Highlights 


Centralized  Services  Division 
Major  Budget  Highlights 


The  Governor's  proposed  budget  for  the  division  increases  by  7.18%  from  the 

previous  biennium  due  entirely  from  statewide  present  law  adjustments 

A  proposed  4%  personal  services  reduction  eliminates  0.44  FTE,  eliminating 

one  part  time  position  and  reducing  a  second  half  time  position  to  quarter 

time 

Although  transferred  prior  to  the  budget  snapshot  in  the  base  year  and 

therefore  not  shown  as  a  change  in  the  budget  comparison  table  above, 

staffing  for  the  division  increased  by  1.0  FTE  due  to  the  transfer  of  a  position 

from  the  STARBASE  program 


Program  Narrative 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
Jbllowing  summarizes  the  plan  submitted  for  this  program.  The  5%  reduction  plan  for  the  agency  includes  a  reduction  in 
he  Centralized  Services  Division  of  $63,050  in  general  fund.  The  majority  of  the  5%  reduction  plan  for  the  division  is 
xmtained  in  the  Governor's  proposed  budget  as  a  4%  personal  services  reduction  of  $46,141  over  the  biennium.  This 
tem  eliminates  a  part  time  administrative  clerk  position  and  reduces  a  half  time  operations  manager  position  to  quarter 
ime.  The  reduced  or  eliminated  functions  of  these  positions  are  currently  funded  entirely  from  general  fund,  so  no 
Impact  to  federal  funds  result  from  the  reduction.  The  remaining  reduction  of  $16,909  of  the  5%  reduction  plan  is  not 
[ncluded  in  the  executive's  proposed  budget.  This  item  would  be  applied  against  general  operating  expenditures  for  the 
lirogram.  Please  see  the  issue  in  the  summary  section. 
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The  agency  did  not  specify  which  expenditures  would  be  reduced,  so  actual  impacts  are  unknown.  The  agency  reports, 
however,  that  the  reduction  will  impact  the  division's  ability  to  pay  for  indirect  fixed  costs  to  other  state  agencies, 
exacerbate  existing  personnel  management  issues  due  to  decreased  travel,  and  reduce  or  eliminate  military  awards.  The 
program  provided  no  plan  for  mitigating  these  impacts. 

Adoption  of  the  5%  reduction  plan  by  the  legislature  would  reduce  the  funding  for  the  program  by  a  further  0.87%  from 
the  Governor's  proposed  budget. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Centralized  Services  Divis 

on 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$ 

632,072 

71.4% 

$ 

646,645 

66.5% 

S 

642,196 

66.3% 

01 100  General  Fund 

632,072 

71.4% 

646,645 

66.5% 

642,196 

66.3% 

03000    Total  Federal  Special  Funds 

252,842 

28.6% 

325,475 

33.5% 

325,869 

33.7% 

03132  National  Guard 

157,185 

17.8% 

183,958 

18.9% 

184,885 

19.1% 

03134  Disaster  &  Emergency  Services 

56,404 

6.4% 

97,199 

10.0% 

96,833 

10.0% 

03453  Air  National  Guard 

39253 

4.4% 

44.318 

4.6% 

44,151 

4.6% 

Grand   Total 

$ 

884.914 

100.0% 

It 

972, 1  20 

100.0% 

% 

968,065 

100,0% 

The  Centralized  Services  Division  is  funded  through  both  the  general  fund  and  federal  funds.  General  fund  is  the 
predominate  source  of  funding  for  the  division  in  accordance  with  state-federal  agreements.  Division  activities  and 
positions  that  support  entirely  federally  funded  programs  are  available  for  federal  funding.  Federal  funds  as  a  percentage 
of  total  funding  would  increase  from  30%  to  34%. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


— Total  Funds- 


Budget 
Fiscal  2012 


Budget 
Fiscal  2013 


Biennium 
Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


632,072 

37,627 

0 

(23,054) 

$646,645 


632,072 

33,211 

0 

(23,087) 


1,264,144 

70,838 

0 

(46,141) 


98.08% 
5.50% 
0.00% 

(3.58%) 


$642,196    $1,288,841 


884,914 

110,260 

0 

(23,054) 

$972,120 


884,914 

106,238 

0 

(23,087) 

$968,065 


1,769,828 

91.22% 

216,498 

11.16% 

0 

0.00% 

(46,141) 

(2.38%) 

$1,940,185 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal 

Fund  Special  Special 


Total 

General 

Fiscal  20 13 

State 

Federal 

Total 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

145,663 

146,970 

(37,523) 

(37,575) 

116 

116 

2,004 

(3,273) 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

$37,627 


Grand  Total  All  Present  Law  Adjustments 
0.00  $37,627 


$0 


$0 


$72,633 


$72,633 


$110,260 


$110,260 


0.00 


$33,211 


$33,211 


$0 


$0 


$73,027 


$73,027 


$106,238 


$106,238 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  Centralized  Services  program  follows  the  agency  pay  plan  rules  without  exception, 
o     Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 

attracting  and  retaining  qualified  workers. 

Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies. 

Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  by  using 

carry  forward  authority  and  by  holding  vacant  positions  open. 

Pay/Position  Changes  -  No  position  or  pay  changes  were  reported  by  the  program. 

Retirements  -  One  employee  in  the  program  is  eligible  for  retirement  in  the  2013  biennium  at  a  cost  of  $6,000. 


o 
o 


o 
o 


New  Proposals 

rhe  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 
3f  each  new  proposal  are  included  in  the  individual  program  narratives. 


g^ew  Proposals 


Program 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


General  State  Federal  Total 

FTE  Fund  Special  Special  Funds 


DP  55400  -  4%  Personal  Services  Reduction  Centralized  Service 
01  (0.44)  (23,054)  0 


Total 


(0.44) 


($23,054) 


$0 


0 
$0 


(23,054) 
($23,054) 


(0.44) 
(0.44) 


(23,087) 
($23,087) 


0 
$0 


0 
$0 


(23,087) 
($23,087) 


pP  55400  -  4%  Personal  Services  Reduction  Centralized  Service  -  This  request  is  for  a  $46,141  general  fund  and  0.44 
pTE  reduction  for  the  biennium. 


LFD 
COMMENT 


As  stated  above,  this  reduction  would  eliminate  a  part  time  administrative  clerk  position  and  reduce  a 
half  time  operations  manager  position  to  quarter  time. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 


Base 

Fiscal  2010 


Approp. 
Fiscal  2011 


Budget 
Fiscal  2012 


Budget 
Fiscal  20 13 


Biennium 
Fiscal  10-11 


Biennium 
Fiscal  12-13 


Biennium 
Change 


Biennium 
%  Change 


FTE 

Personal  Services 
Operating  Expenses 

Total  Costs 

General  Fund 
State  Special 
Federal  Special 

Total  Funds 


49.15 

2,166,300 
1,092,570 

$3,258,870 

1,264,643 

0 

1,994,227 

$3,258,870 


49.15 

2,135,491 
1,157,787 


47.65 

2,076,229 
1,312,283 


47.65 

2,076,603 
1,308,182 


49.15 

4,301,791 
2,250,357 


$3,293,278  $3,388,512  $3,384,785  $6,552,148 


1,278,056 

0 

2,015,222 


834,626 

0 

2,553,886 


$3,293,278  $3388312 


833,696 

0 

2,551,089 

$3384,785 


2,542,699 

0 

4,009,449 

$6352,148 


47.65 

4,152,832 
2,620,465 

$6,773,297 

1,668,322 

0 

5,104,975 

$6,773,297 


(1.50) 

(148,959) 
370,108 

$221,149 

(874,377) 

0 

1,095,526 

$221,149 


(3.05%) 

(3.46%) 
16.45% 

338% 

(34.39%) 

n/a 

27.32% 

338% 


Program  Description 

The  Montana  National  Guard  Youth  ChalleNGe  Program  is  a  volunteer  program  for  youth  ages  16  to  18  who  have 
stopped  attending  secondary  school  before  graduating.  ChalleNGe  is  a  17-month,  voluntary  two-phased  military 
modeled  training  program  targeting  unemployed,  drug-free,  and  crime-free  high  school  dropouts.  The  program  provides 
an  opportunity  for  high  school  "at  risk"  youth  to  enhance  their  life  skills,  and  increase  their  educational  levels  and 
employment  potential.  Phase  I  of  the  program  is  a  22  week  residential  stay  on  the  campus  of  Western  Montana  College 
of  the  University  of  Montana  in  Dillon  focusing  on  physical  training,  classroom  instruction,  personal  development,  and 
life  skills.  Phase  II  is  a  year-long  mentoring  relationship  with  a  specially-trained  member  of  the  community  where  the 
youth  resides  to  provide  a  positive  role  model  and  to  assist  the  student  in  gaining  employment  or  enrolling  in  post-  , 
secondary  schooling. 

Program  Highlights 


Montana  Youth  Challenge 
Major  Budget  Highlights 


The  Governor's  proposed  budget  for  the  program  increases  by  3.38%  from 

the  previous  biennium 

Although  the  overall  proposed  budget  increases,  a  change  in  state  general 

fund  matching  requirements  decreases  general  fund  by  $874,377  from  the 

previous  biennium 

A  proposed  4%  personal  service  reduction  eliminates  1.5  FTE  and  $169,763 

in  overall  funding  for  the  program.  This  item  is  also  included  in  the  agency's 

5%  reduction  plan 


Major  LFD  Issues 


♦     There  is  no  proposal  included  in  the  executive  budget  to  resolve  ongoing 
personal  services  expenditure/funding  issues 


■■: 
:. 
li 
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I  Program  Narrative 

5%  Reduction  Plan 

j  Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
I  following  summarizes  the  plan  submitted  for  this  program. 

'The  5%  reduction  plan  submitted  by  the  agency  reduces  the  total  funding  for  the  program  by  $505,844  over  the 
|  biennium.   As  discussed  in  the  funding  section  below,  for  every  three  dollars  of  federal  funding,  the  state  is  required  to 
provide  one  dollar  in  matching  funds.   The  reverse  of  this  is  that  for  every  one  dollar  in  state  funding  that  is  eliminated, 
( three  dollars  of  federal  funding  is  eliminated  as  well. 

A  portion  of  the  5%  reduction  plan  is  included  in  the  Governor's  proposed  budget  as  a  4%  personal  services  reduction 
;  (NP55400)  that  reduces  general  fund  by  $42,435  and  a  corresponding  three  fold  decrease  of  federal  funds  in  the  amount 
,  of  $127,301  over  the  biennium  and  the  elimination  of  1.5  FTE.  The  remaining  portion  of  the  5%  reduction  plan  is  not 
;  included  in  the  executive's  proposal  and  calls  for  a  general  operating  expense  reduction  of  $84,029  in  general  fund  and 
1  $252,079  of  federal  funds  over  the  biennium. 

(The  agency  did  not  specify  which  reductions  would  be  made,  and  so  impact  of  the  reduction  is  unclear.  However,  the 
j  agency  reports  that  reduced  or  eliminated  services  resulting  from  this  reduction  would  include  classes,  allowance 
^accounts,  clothing,  field  trips,  and  initial  physicals.  Some  of  the  costs  of  enrollment  may  also  be  shifted  to  the  student's 
'families  and  possibly  negatively  impact  enrollment.  No  plan  for  mitigating  the  impacts  of  the  reduction  was  submitted 
by  the  program. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
(the  Governor. 


Program  Funding  Table 
Challenge  Program 

Program  Funding 

Base 
FY  2010 

%  of  Base 
FY  2010 

Budget 
FY  2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  2013 

01000    Total  General  Fund 
01 100  General  Fund 

03000    Total  Federal  Special  Funds 
03132  National  Guard 

Grand   Total 

$ 

1,264,643 
1,264,643 
1,994,227 
1.994.227 
3.258.870 

38.8%     $ 
38.8% 
61.2% 
61.2% 

834,626 

834,626 

2,553,886 

2.553.886 

24.6% 
24.6% 
75.4% 
75.4% 
100.0% 

s 
f 

833,696 

833,696 

2,551,089 

2.551.089 

3.384.785 

24.6% 
24.6% 
75.4% 
75.4% 
100.0% 

100.0%     $ 

3.388.512 

A  major  change  in  funding  will  impact  the  program  in  the  upcoming  biennium.  A  change  in  federal  rules  decreases  the 
ratio  of  general  fund  required  to  match  federal  funding  for  the  program.  The  previous  biennium  required  a  40/60  general 
(fund  to  federal  fund  ratio  and  the  new  rules  call  for  a  25/75  or  1  to  3  ratio  of  general  fund  to  federal  funding.  The  result 
■is  that  although  the  total  proposed  budget  increases  3.4%  from  the  previous  biennium,  general  fund  as  a  percentage  of 

:otal  funding  decreases  by  14.2%. 

i 

(Federal  funding  is  slightly  above  this  ratio  at  75.37%  of  total  funding  due  to  a  provision  that  allows  the  program  to  pay 
|for  some  national  training  for  instructors  and  staff  entirely  from  federal  funds. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  20 12  Fiscal  20 13         Fiscal  12-13  of  Budget 


- 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


1,264,643 

(466,300) 

57,500 

(21,217) 

$834,626 


1,264,643 

(467,229) 

57,500 

(21,218) 


2,529,286 

(933,529) 

115,000 

(42,435) 


151.61% 

(55.96%) 

6.89% 

(2.54%) 


$833,696  $1,668^22 


3,258,870 
(65,490) 
280,000 
(84,868) 

$3,388,512 


3,258,870 
(69,217) 
280,000 
(84,868) 

$3384,785 


6,517,740 

(134,707) 

560,000 

(169,736) 

$6,773,297 


96.23% 

(1.99%) 

8.27% 

(2.51%) 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  20 1 2 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  20 1 3— • 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services  43,174 

Vacancy  Savings  (88,377) 

Inflation/Deflation  1,698 

Fixed  Costs  (21,985) 

Total  Statewide  Present  Law  Adjustments 

($466300)  $0            $400,810           ($65,490) 

DP  201  -  Funding  for  ChalleNGe  24/7  overtime 

0.00  10,000  0  30,000  40,000  0.00 
DP  202  -  Funding  for  increase  in  food  service  contract. 

0.00  17,500  0  52,500  70,000  0.00 
DP  203  -  Federal  spending  authority  for  Challenge  training 

0.00  0  0  50,000  50,000  0.00 
DP  204  -  Funding  for  increased  enrollment  and  education 

0.00              30,000  0              90,000             120,000                 0.00 

Total  Other  Present  Law  Adjustments 

0.00             $57,500  $0            $222,500            $280,000                  0.00             $57,500 

Grand  Total  All  Present  Law  Adjustments 
0.00         ($408,800) $0  $623310  $214,510 0.00         ($409,729) 


($467,229) 

10,000 

17,500 

0 

30,000 


$0 

0 
0 
0 
0 


$398,012 

30,000 
52,500 
50,000 
90,000 


43,566 

(88,395) 

2,111 

(26,499) 


($69,217) 

40,000 

70,000 

50,000 

120,000 


$0  $222300  $280,000 


$0  $620312  $210,783 


Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  program  does  not  make  exceptions  to  the  agency  pay  plan. 

o     Program  Specific  Obstacles  -  The  program  did  not  identify  specific  obstacles  to  attracting  and  retaining 

qualified  workers  outside  of  compensation  issues, 
o  Vacancy  -  Drill  Instructor  and  Cadre  positions  were  both  identified  by  the  program  as  positions  that  incur  high 
rates  of  turnover,  but  the  reasons  for  this  turnover  were  not  provided.  In  order  to  reduce  the  turnover  in  these 
positions,  the  program  provided  shift  differential  pay  for  those  employees  and  acting  team  leader  positions  doing 
shift  work.  The  resultant  vacancies  due  to  turnover  in  these  positions  required  that  the  program  over  utilize  their 
part  time  staff  to  fill  in. 
o  Legislatively  Applied  Vacancy  Savings  -  The  program  was  not  able  to  achieve  the  legislatively  applied 
vacancy  savings  rate  and,  in  fact,  used  23%  more  FTE  hours  than  was  budgeted  for  the  program.  A  personal 
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services  contingency  fund  appropriation  was  granted  to  the  program  by  the  executive  to  cover  the  budget 

shortfall, 
o     Pay/Position  Changes  -  The  pay  and  position  changes  in  the  program  were  limited  to  longevity  increases  and  a 

single  market  adjustment  made  within  the  program  pay  plan, 
o     Retirements  -  There  are  no  anticipated  retirements  in  the  upcoming  biennium  for  the  program. 


LFD 
COMMENT 


Unresolved  Personal  Services  Expenditure  Issues 


Although  the  program  has  consistently  been  unable  to  achieve  the  legislatively  applied  rate  of  vacancy 
savings  and  has  had  to  request  personal  services  contingency  funding  during  the  previous  biennium, 
there  are  no  proposals  in  the  proposed  budget  to  solve  the  over-spending  issues.  As  a  part  of  the  appropriations  and 
performance  measurement  process  the  legislature  may  want  to  consider  having  the  program  create  a  management  plan 
and  report  that  details  the  use  of  staff,  federal  staffing  requirements  and  standards  on  a  per-student  and  program  basis, 
job  descriptions  of  each  position,  and  specific  steps  to  bring  expenditures  in  line  with  funding. 


DP  201  -  Funding  for  ChalleNGe  24/7  Overtime  -  The  program  is  requesting  $40,000  in  each  year  of  the  biennium  to 
support  overtime  and  holiday  salaries.  These  costs  are  zero  based  and  not  included  in  the  program's  base  budget.  These 
costs  are  caused  because  the  program  is  required  to  have  staff  coverage  24  hours  a  day,  7  days  a  week. 

jDP  202  -  Funding  for  Increase  in  Food  Service  Contract  -  The  program  is  requesting  funding  to  cover  increased  food 
'service  costs  for  students  due  to  a  $70,000  increase  in  the  annual  maximum  amount  payable  for  food  service  to  the 
^University  of  Montana  -  Western.  The  food  service  maximum  is  being  increased  from  $355,600  to  $425,600.  Based  on 
(expected  average  enrollment  of  230  students,  and  a  cost  per  student  of  $2,228,  the  maximum  will  be  reached.  Therefore, 
the  food  costs  will  be  $425,600  versus  the  previous  maximum  of  $355,600.  The  base  budget  reflects  food  costs  of 
$355,600.  MYCA  is  requesting  $70,000  in  each  year  of  the  biennium  to  cover  this  contract  increase. 

DP  203  -  Federal  Spending  Authority  for  Challenge  Training  -  The  program  is  requesting  federal  spending  authority  in 
;the  amount  of  $50,000  for  each  year  of  the  biennium.  These  100%  federal  funds  are  used  for  ChalleNGe  employees  to 
participate  in  essential  training  classes  required  by  the  federal  National  Guard  Bureau.  These  federal  funds  do  not 
require  any  state  matching  funds. 

IDP  204  -  Funding  for  Increased  Enrollment  and  Education  -  This  DP  is  requesting  funds  each  year  of  the  biennium  to 
provide  for  costs  incurred  due  to  increased  student  enrollment,  restoration  of  services  to  students,  and  increasing 
,jeducational  opportunities  and  classroom  resources.  The  amount  requested  is  $120,000  for  each  year  of  the  biennium. 

(New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


.New  Proposals 

Fiscal  20 1 2 Fiscal  20 1 3- 


General  State  Federal  Total  General  State  Federal  Total 

Program  FTE  Fund  Special  Special  Funds  FTE  Fund  Special  Special  Funds 


]>P  55400  -  4%  Personal  Services  Reduction  Challenge 

02  (1.50)  (21,217)  0  (63,651)  (84,868)  (1.50)  (21,218)  0  (63,650)  (84,868) 

Total  (1.50)  ($21,217) $0  ($63,651)  ($84,868)  (1.50)  ($21,218) $0  ($63,650)  ($84,868) 


,pP  55400  -  4%  Personal  Services  Reduction  Challenge  -  The  program  is  requesting  a  personal  services  reduction.  This 
imount  reflects  the  4%  personal  services  reduction  of  $34,202  reduced  by  the  portion  of  the  general  funded  FTE  that  are 
14/7  positions.  FTE  would  be  reduced  by  1 .50. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

Operating  Expenses 

209,408 

245,000 

209,408 

209,408 

454,408 

418,816 

(35,592) 

(7.83%) 

Total  Costs 

$209,408 

$245,000 

$209,408 

$209,408 

$454,408 

$418,816 

($35,592) 

(7.83%) 

General  Fund 

209,408 

245,000 

209,408 

209,408 

454,408 

418,816 

(35,592) 

(7.83%) 

Total  Funds 

$209,408 

$245,000 

$209,408 

$209,408 

$454,408 

$418,816 

($35,592) 

(7.83%) 

Program  Description 

The  Montana  National  Guard  Scholarship  Program  provides  scholarships  to  eligible  Montana  National  Guard  personnel 
enrolled  as  undergraduate  students  in  Montana  colleges,  universities,  or  training  programs.  The  program  assists  Montana 
in  recruiting  and  retaining  personnel  in  both  the  Army  and  Air  National  Guard  and  in  enhancing  its  operational  readiness 
to  assume  both  state  and  federal  active  duty  missions.  Scholarships  also  reward  guard  members  for  their  service  to  the 
state  by  helping  defray  their  educational  costs  at  Montana  post-secondary  institutions. 


Program  Highlights 


Scholarship  Program 
Major  Budget  Highlights 


♦     The  Governor's  proposed  budget  maintains  expenditures  at  the  FY  2010  level 


Program  Narrative 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program. 

The  agency  has  submitted  a  single  general  fund  reduction  of  $20,940  for  the  biennium  as  a  part  of  its  5%  reduction  plan. 
This  reduction  is  not  included  in  the  Governor's  proposed  budget.  This  reduction  represents  the  elimination  of  11.63 
annual  scholarships  based  on  the  maximum  per-student  award  of  $1,800  per  year. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Scholarship  Program 

Program  Funding 

Base 
FY  2010 

%  of  Base           Budget 
FY2010            FY2012 

%  of  Budget 
FY  2012 

Budget 
FY  2013 

%  of  Budget 
FY  201 3 

01000    Total  General  Fund 
01 100  General  Fund 
Grand  Total 

$          209,408 

209.408 

$          209.408 

100.0%     $          209,408 
100.0%                209.408 
100.0%     $          209.408 

100.0% 
100.0% 
100.0% 

$          209,408 
209.408 

$          209.408 

100.0% 
100.0% 

100.0% 

This  program  is  funded  entirely  from  the  general  fund. 
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The  funding  for  this  program  has  historically  been  maintained  at  $250,000  per  year.  The  base  budget 
represents  actual  expenditures  for  the  program  and  no  adjustments  were  requested  by  the  executive. 


Budget  Summary  by  Category 

.  The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budge!  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal2013         Fiscal  12-13  ofBudget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


209,408 
0 
0 
0 

$209,408 


209,408 
0 
0 
0 

$209,408 


418,816 
0 
0 
0 

$418,816 


100.00% 
0.00% 
0.00% 
0.00% 


209,408 
0 
0 
0 

$209,408 


209,408 
0 
0 
0 

$209,408 


418,816 
0 
0 
0 

$418,816 


100.00% 
0.00% 
0.00% 
0.00% 


1  Program  Personal  Services  Narrative 

This  program  has  no  FTE. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  2013 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

2.00 

2.00 

2.00 

2.00 

2.00 

2.00 

0.00 

0.00% 

Personal  Services 
Operating  Expenses 

118,498 
180,312 

210,284 
156,918 

135,957 
180,043 

136,429 
179,474 

328,782 
337,230 

272,386 
359,517 

(56,396) 

22,287 

(17.15%) 
6.61% 

Total  Costs 

$298,810 

$367,202 

$316,000 

$315,903 

$666,012 

$631,903 

($34,109) 

(5.12%) 

Federal  Special 

298,810 

367,202 

316,000 

315,903 

666,012 

631,903 

(34,109) 

(5.12%) 

Total  Funds 

$298,810 

$367,202 

$316,000 

$315,903 

$666,012 

$631,903 

($34,109) 

(5.12%) 

Program  Description 

The  Montana  STARBASE  "Big  Sky"  Program  is  a  program  for  elementary  school  aged  children  to  raise  the  interest  and 
improve  the  knowledge  and  skills  of  at-risk  youth  in  math,  science,  and  technology  by  exposing  them  and  their  teachers 
to  real  world  applications  of  math  and  science  through  experimental  learning,  simulations,  experiments  in  aviation  and 
space-related  fields  as  it  deals  with  a  technological  environment,  and  by  utilizing  the  positive  role  models  found  on 
military  bases  and  installations.  The  program  also  addresses  drug  use  prevention,  health,  self  esteem,  and  life  skills  with 
a  math  and  science  based  program. 

Program  Highlights 


STARBASE 
Major  Budget  Highlights 


♦  The  Governor's  proposed  budget  decreases  by  5.12%  from  the  previous 
biennium  due  to  decreased  personal  services  expenditures  from  the  transfer  of 
2.0  FTE  positions  to  other  divisions  during  the  base  year  before  the  budget 
snapshot 


Program  Narrative 

In  the  previous  biennium,  the  program  was  staffed  by  4.0  FTE.  During  the  base  year  the  agency  requested  and  the 
executive  approved  the  transfer  of  2.00  FTE  to  other  divisions:  one  to  Centralized  Services  and  one  to  the  Army  National 
Guard.  The  funding  for  those  positions  was  to  remain  in  the  STARBASE  program  to  pay  contractors  to  perform  the 
duties  of  the  FTE.  However,  no  transfer  was  made  to  operating  expenses.  The  other  divisions  stated  that  they  had 
sufficient  existing  authority  to  pay  the  transferred  position.  When  the  personal  services  snapshot  that  captures  actual 
FTE  information  for  preparing  the  upcoming  biennium  budget  was  made,  the  transferred  FTE  were  counted  in  the 
divisions  where  they  were  transferred  to  and  funded  within  the  budgets  of  those  divisions. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Starbase 

Program  Funding 

Base 
FY  2010 

%  of  Base          Budget 

FY  2010             FY  2012 

%  of  Bud  get 
FY  2012 

Budget 

FY  2013 

%  of  Budget 
FY  2013 

03000    Total  Federal  Special  Funds 

03453  Air  National  Guard 
Grand   Total 

$          298,810 

298.810 

J          298.810 

100.0%     $          316,000 
100.0%                316.000 
100.0%     S           316,000 

100.0% 
100.0% 
100.0% 

$          315,903 

315.903 

S           315,903 

100.0% 
100.0% 

100.0% 

This  program  is  funded  entirely  with  federal  special  revenue. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal  20 1 2  Fiscal  20 1 3         Fiscal  12-13  of  Budget 


Total  Funds 

Budget  Budget  Biennium 

Fiscal2012  Fiscal  20 1 3         Fiscal  12-13 


Percent 
of  Budget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

$0 


0 
0 
0 
0 

so 


0.00% 
0.00% 
0.00% 
0.00% 


298,810 

17,190 

0 

0 

$316,000 


298,810 

17,093 

0 

0 

$315,903 


597,620 

34,283 

0 

0 

$631,903 


94.57% 
5.43% 
0.00% 
0.00% 


I 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.    Decisions  on  these 
items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 

descriptions. 

Present  Law  Adjustments 

1 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

[ 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

23,124 

(5,665) 

12 

(281) 

23,615 

(5,684) 

18 

(856) 

Total  Statewide  Present  Law  Adjustments 

$0 

$0 

$17,190 

$17,190 

$0 

$0 

$17,093 

$17,093 

Grand  Total  All  Present  Law  Adjustments 

0.00                   so 

$0 

$17,190 

$17,190 

0.00 

$0 

$0 

$17,093 

$17,093 

i Program  Personal  Services  Narrative 

|The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
| examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  STARBASE  program  follows  the  agency  pay  plan  rules  without  exception. 

o  Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 
attracting  and  retaining  qualified  workers. 
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o     Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies. 

o     Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  due  to 

savings  from  holding  vacant  positions  open, 
o     Pay/Position  Changes  -  No  position  or  pay  changes  were  reported  by  the  program, 
o     Retirements  -  One  employee  in  the  program  is  eligible  for  retirement  in  the  201 3  biennium  at  a  cost  of  $6,000. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2(lln 

Approp. 

Fiscal  20 11 

Budget 

Fiscal  2012 

Budget 
Fiscal  20 13 

Biennium 

Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

42.31 

42.31 

41.81 

41.81 

42.31 

41.81 

(0.50) 

(1.18%) 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 
Capital  Outlay 

2,550,228 

10,719,283 

357,423 

0 

2,393,030 

11,774,991 

304,955 

0 

2,600,927 

11,187,526 

357,423 

0 

2,605,396 

11,171,552 

357,423 

0 

4,943,258 

22,494,274 

662,378 

0 

5,206,323 

22,359,078 

714,846 

0 

263,065 

(135,196) 

52,468 

0 

5.32% 

(0.60%) 

7.92% 

n/a 

Total  Costs 

$13,626,934 

$14,472,976 

$14,145,876 

$14,134371 

$28,099,910 

$28,280,247 

$180337 

0.64% 

General  Fund 
State  Special 
Federal  Special 

1,224,762 

0 

12,402,172 

1,353,553 

0 

13,119,423 

1,627,607 

0 

12,518,269 

1 ,626,243 

0 

12,508,128 

2,578,315 

0 

25,521,595 

3,253,850 

0 

25,026,397 

675,535 

0 

(495,198) 

26.20% 

n/a 

(1.94%) 

Total  Funds 

$13,626,934 

$14,472,976 

$14,145,876 

$14,134,371 

$28,099,910 

$28,280,247 

$180337 

0.64% 

Program  Description 

,  The  Army  National  Guard,  until  federalized,  is  a  state  military  organization  that  provides  trained  and  equipped  military 

i  units  for  use  in  the  event  of  a  state  or  national  emergency.  The  federal/state  cooperative  agreement  provides  funding  for 
facilities  management,  environmental,  and  communications  support  to  the  organization  by:  1)  providing  professional 
and  skilled  personnel  for  the  administration,  planning,  and  execution  of  statewide  repair  and  maintenance  functions  on 
facilities  and  training  areas;  2)  planning,  programming,  and  contracting  for  construction;  3)  ensuring  all  activities  and 
facilities   comply   with  environmental   regulations;   and  4)   providing   state-wide  communication  services,   security 

I  contracts,  and  leases  for  buildings  and  land  used  by  the  Army  National  Guard.  The  program  is  mandated  by  the  U.S.  and 

;  Montana  constitutions  and  Title  10,  Chapters  1-3,  MCA. 


Program  Highlights 


Montana  Army  National  Guard 
Major  Budget  Highlights 


The  Governor's  proposed  budget  for  the  division  increases  by  0.64%  from  the 
previous  biennium 

General  fund,  as  a  percentage  of  total  funding  increases  by  2.33%  from  the 
previous  biennium  due  to: 

•  Present  law  adjustments 

•  Maintenance  and  support  for  the  new  Missoula  Armory 

A  proposed  4%  personal  services  reduction  eliminates  0.5  FTE  and  $9,484 
from  the  budget 


;  Program  Narrative 

5%  Reduction  Plan 

I  Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 
j  following  summarizes  the  plan  submitted  for  this  program. 


The  5%  reduction  plan  submitted  by  the  agency  includes  a  reduction  of  $122,012  in  total  funding  for  the  program  over 
the  biennium. 


JLFD  Budget  Analysis 


A-327 


2013  Biennium 


6701  -  DEPT  OF  MILITARY  AFFAIRS 


12- ARMY  NATIONAL  GUARD  PGM 


A  portion  of  the  5%  reduction  plan  is  included  in  the  Governor's  proposed  budget  as  a  4%  personal  services  reduction 
(NP  55400)  that  eliminates  a  part  time  0.5  FTE  administrative  support  position.  This  proposal  reduces  general  fund  by 
$9,484  over  the  biennium.  As  discussed  in  the  funding  section,  funding  sources  vary  by  function  and  the  position  that  is 
being  eliminated  is  completely  funded  by  general  fund  without  matching  federal  dollars  so  there  is  no  loss  of  federal 
funds  for  this  portion  of  the  proposed  reduction. 

The  remaining  reduction  that  is  not  included  in  the  executive's  proposed  budget  is  a  general  operating  expense  reduction 
of  $1 12,528  in  general  fund  over  the  biennium.  This  reduction  is  also  applied  to  100%  general  fund  activities  so  there  is 
no  additional  reduction  in  federal  funding  as  a  result.  In  addition  to  the  personal  services  reduction,  the  agency  reports 
that  these  reductions  will  reduce  mechanical  services  and  building  and  grounds  maintenance  on  state  owned  and 
maintained  buildings  and  equipment. 


Adoption  of  the  5%  reduction  plan  by  the  legislature  would  result  in  a  further  3.5%  general  fund  reduction  and 
total  funding  reduction  for  the  program  from  the  Governor's  proposed  budget. 


0.4% 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  201 3  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Army  National  Guard  Pgm 

Base 

%  of  Base           Budget 

%  of  Budget 

Budget 

%  ofBudget 

Program  Funding 

FY  2010 

FY  2010            FY  2012 

FY  2012 

FY  2013 

FY  201 3 

01000   Total  General  Fund 

$ 

1,224,762 

9.0%     $       1,627,607 

11.5% 

$       1,626,243 

11.5% 

01 100  General  Fund 

1,224,762 

9.0%             1,627,607 

11.5% 

1,626,243 

11.5% 

03000   Total  Federal  Special  Funds 

12,402,172 

91.0%           12,518,269 

88.5% 

12,508,128 

88.5% 

03132  National  Guard 

12.402.172 

91.0%           12.518.269 

88.5% 

12.508.128 

88.5% 

Grand   Total 

$ 

13.626.934 

100.0%     $      14.145.876 

100.0% 

S      14.134.371 

100.0% 

The  Army  National  Guard  program  is  funded  with  a  combination  of  general  fund  and  federal  funds.  During  the  base 
year,  general  fund  accounted  for  9.0%  of  total  funding,  but  increases  to  11.5%  of  total  program  funding  in  the 
Governor's  proposed  budget  for  the  upcoming  biennium.  This  change  is  due  to  statewide  present  law  adjustments  and 
proposed  additional  general  fund  support  of  the  Missoula  Armory.  The  funding  ratio  between  general  and  federal  funds 
depends  on  the  nature  of  the  activity,  the  use  or  location  of  the  facility,  and  the  goals  of  the  operation.  Possible  scenarios 
include  funding: 

o     Entirely  with  state  funds 

o     Entirely  with  federal  funds 

o  As  a  shared  responsibility,  with  federal  funds  at  75%  and  general  fund  at  25%  as  is  the  case  with  service  contract 
buildings 

When  a  facility  is  owned  by  the  state  and  located  on  state  land,  maintenance  costs  are  the  responsibility  of  the  state  and 
utility  costs  are  split  evenly  with  the  federal  government.  When  a  facility  is  state  owned,  but  located  on  federal  land,  the 
maintenance  costs  are  funded  75%  federal  and  25%  state  general  fund,  but  utility  costs  are  funded  100%  general  fund. 
When  a  facility  is  classified  as  a  logistics  facility,  the  funding  is  100%  federal  funds  for  the  entire  facility.  Federally 
owned  facilities  located  on  federal  land  and  those  that  serve  training  missions  are  predominantly  funded  with  100% 
federal  funds,  except  when  the  building  is  used  as  an  armory.  Armories  constructed  with  federal  funds  and  located  on 
federal  land  are  funded  100%  general  fund  for  maintenance  and  50/50  federal/general  fund  for  utilities  costs.  When 
armories  are  rented  to  groups,  the  state  special  revenue  funds  generated  from  rental  fees  are  used  to  augment  general 
fund  support  of  the  facilities. 
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Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 

General 

Budget 

Fund 

Biennium 

Percent 

Budget 

Total  Funds 

Budget              Biennium 

Percent 

Fiscal  2012 

Fiscal  20 13 

Fiscal  12-13 

of  Budget 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

1,224,762 

1 ,224,762 

2,449,524 

75.28% 

13,626,934 

13,626,934 

27,253,868 

96.37% 

334,927 

333,567 

668,494 

20.54% 

1 76,666 

165,165 

341,831 

1.21% 

72,658 

72,658 

145,316 

4.47% 

347,016 

347,016 

694,032 

2.45% 

(4,740) 

(4,744) 

(9,484) 

(0.29%) 

(4,740) 

(4,744) 

(9,484) 

(0.03%) 

$1,627,607 

$1,626,243 

$3,253,850 

$14,145,876 

$14,134,371 

$28,280,247 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fi-cal  10P 



fiscal  2013 

State 
Special 



Federal 
Special 

Total 
Funds 

FTE 

General                State 
Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
In  tlation/Deflation 
Fixed  Costs 

164,010 

(108,571) 

27,933 

93,294 

168,665 

(108,753) 

49,885 

55,368 

Total  Statewide  Present  Law  Adjustments 
$334,927 

$0 

($158,261) 

$176,666 

$333,567 

$0 

($168,402) 

$165,165 

DP  1201  -  Operational  Support  for  New  ARNG  Facilities 
0.00               68,658 

DP  1202  -  Operation  &  Maintenance  of  DES  Generator 
0.00                 4,000 

0 
0 

274,358 
0 

343,016 
4,000 

0.00 
0.00 

68,658 
4,000 

0 
0 

274,358 
0 

343,016 
4,000 

Total  Other  Present  Law  Adjustments 

0.00             $72,658 

$0 

$274,358 

$347,016 

0.00 

$72,658 

$0 

$274358 

$347,016 

Grand  Total  All  Present  Law 

0.00 

Adjustments 

$407,585 

$0 

$116,097 

$523,682 

0.00 

$406,225 

$0 

$105,956 

$512,181 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
.  examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
;,  clarity. 

o     Pay  Plan  Exceptions  -  The  Army  National  Guard  program  follows  the  agency  pay  plan  rules  without  exception, 
o     Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 

attracting  and  retaining  qualified  workers, 
o     Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies, 
o     Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  by  building 

the  savings  into  the  program  personnel  management  plan, 
o      Pay/Position  Changes  -  Position  or  pay  changes  reported  by  the  program  were  limited  to  market  adjustments 

made  within  existing  budget  amounts, 
o     Retirements  -  The  program  reports  one  anticipated  retirement  with  a  $29,700  compensated  absence  liability. 
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DP  1201  -  Operational  Support  for  New  ARNG  Facilities  -  This 
request  is  for  additional  funding  to  support  the  operational  costs 
of  Army  National  Guard  facilities  which  will  come  on  line  after 
the  base  year  and  for  those  that  were  not  fully  funded  in  the  base 
year.  This  includes  funds  to  provide  a  basic  level  of  janitorial 
services  in  common  use  spaces  such  as  latrines  and  in  corridors. 
It  also  funds  items  such  as  utilities,  ground  maintenance,  and  code 
required  inspections  (such  as  fire  sprinkler,  fire  alarm  and  kitchen 
hood  inspections). 

For  facilities  that  are  replacements  for  buildings  that  already 
exist,  this  request  funds  the  difference  between  the  old  building 
costs  and  the  estimated  costs  for  the  new  building. 

DP  1202  -  Operation  &  Maintenance  of  PES  Generator  -  The 
executive  requests  operations  and  maintenance  funding  for  the 
original  Disaster  and  Emergency  Services  (DES)  emergency 
backup  generator. 


Army  National  Guard  Facilities 

DP  1201 

2013  Biennium 

Funding/Facility                                           FY  2012/2013 

General  Fund 

$68,658 

Missoula  Armed  Forces  Reserve  Center 

Federal  Authority 

$10,270 

Training  She  Range  Operations 

Missoula  Armed  Forces  Reserve  Center 

214,780 

Civil  Support  Team  Addition 

7,260 

Troop  Medical  Clinic  Addition 

21,930 

Mess  Hall  Additions 

12,090 

Museum  Addition 

5,360 

Post  Exchange  Addition 

2,668 

Total 

$274358 

New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Federal 
Special 

General                State 
Program                FTE                  Fund                Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  55400  -  4%  Personal  Services  Reduction  Army  Program 

12            (0.50)               (4,740)     '                   0 

Total            (0.50)             ($4,740)                      $0 

0 
$0 

(4,740) 
($4,740) 

(0.50) 
(0.50) 

(4,744) 

($4,744) 

0 
$0 

0 
$0 

(4,744) 
($4,744) 

DP  55400  -  4%  Personal  Services  Reduction  Army  Program  -  The  Governor  has  included  a  4%  reduction  in  general 
fund  personal  services  budgets  as  a  part  of  his  budget  recommendations.  This  decision  package  reduces  the  Army 
National  Guard  general  fund  by  $4,740  in  FY  2012  and  $4,744  in  FY  2013  to  implement  the  budget  reduction.  The 
reduction  includes  the  elimination  of  0.50  FTE. 


h 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


I    Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 1 3 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

JFTE 

34.00 

34.00 

39.60 

39.60 

34.00 

39.60 

5.60 

16.47% 

Personal  Services 
Operating  Expenses 

2,125,758 
1,740,739 

2,175,239 
1,795,533 

2,629,420 
1,746,795 

2,648,097 
1,753,719 

4,300,997 
3,536,272 

5,277,517 
3,500,514 

976,520 
(35,758) 

22.70% 
(1.01%) 

Total  Costs 

$3,866,497 

$3,970,772 

$4^76,215 

$4,401,816 

$7,837,269 

$8,778,031 

$940,762 

12.00% 

General  Fund 
',   Federal  Special 

362,348 
3,504,149 

366,770 
3,604,002 

374,403 
4,001,812 

376,583 
4,025,233 

729,118 
7,108,151 

750,986 
8,027,045 

21,868 
918,894 

3.00% 
12.93% 

Total  Funds 

$3,866,497 

$3,970,772 

$4376,215 

$4,401,816 

$7,837,269 

$8,778,031 

$940,762 

12.00% 

Program  Description 

The  Air  National  Guard,  until  federalized,  is  a  state  military  organization  which  provides  trained  and  equipped  military 
units  for  use  in  the  event  of  a  state  or  national  emergency.  The  federal/state  cooperative  agreement  provides  for 
administrative,  facilities  maintenance,  security,  and  fire  protection  support  to  the  Air  National  Guard  base  at  Gore  Hill 
near  Great  Falls.  The  Air  National  Guard  program  operates  under  both  federal  and  state  mandates  in  accordance  with  its 
dual  missions  and  is  mandated  by  the  United  States  and  Montana  Constitutions  and  Title  10,  Chapter  1-3,  MCA. 


Program  Highlights 


Air  National  Guard 
Major  Budget  Highlights 


The  Governor's  proposed  budget  increases  by  12.0%  from  the  prior  biennium 
due  to: 

•  Re-establishment  of  federal  funds  spending  authority  for  fire  fighter 
overtime 

•  The  addition  of  6.0  FTE  fire  fighter  positions  in  accordance  with 
federal  requirements 

A  proposed  4%  general  fund  personal  services  reduction  moves  a 
procurement  specialist  position  from  full  time  to  part  time  and  includes  the 
loss  of  federal  matching  dollars 

The  agency  submitted  a  5%  reduction  plan  that  includes  $91,627  in 
reductions  not  included  in  the  Governor's  budget 


Program  Narrative 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.    The 
following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  submitted  by  the  agency  includes  a  reduction  of  $127,861  in  total  funding  for  the  program  over 
the  biennium. 

A  portion  of  the  5%  reduction  plan  is  included  in  the  Governor's  proposed  budget  as  a  4%  personal  services  reduction 
(NP  55400)  that  reduces  a  1.0  FTE  purchasing  agent  position  to  a  part  time  0.6  FTE  position.   This  proposal  reduces 
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general  fund  by  $1 1,154  over  the  biennium,  but  these  dollars  are  matched  by  federal  funds  so  the  proposal  also  includes 
the  reduction  of  federal  funds  of  $29,596.  Not  included  in  the  executive's  proposed  budget  is  a  general  operating 
expense  reduction  of  $25,080  in  general  fund  over  the  biennium,  which  also  includes  a  reduction  in  federal  special 
revenue  matching  funds  totaling  $66,547. 

In  addition  to  the  personal  services  reduction,  the  agency  reports  that  they  would  reduce  janitorial  services  and  eliminate 
some  building  and  grounds  maintenance  contracts.  No  plan  for  mitigating  the  impact  of  the  reductions  was  submitted  by 
the  agency. 

Adoption  of  the  5%  reduction  plan  by  the  legislature  would  result  in  a  3.3%  general  fund  reduction  and  a  1.04%  total 
funding  reduction  for  the  program  from  the  Governor's  proposed  budget. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  20 1 3  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Air  Nat 

ional  Guard  Pgm 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  201 3 

FY  2013 

01000    Total  General  Fund 

$ 

362,348 

9.4%     $ 

374,403 

8.6% 

S 

376,583 

8.6% 

01 100  General  Fund 

362,348 

9.4% 

374,403 

8.6% 

376,583 

8.6% 

03000    Total  Federal  Special  Funds 

3,504,149 

90.6% 

4,001,812 

91.4% 

4,025,233 

91.4% 

03453  Air  National  Guard 

3.504.149 

90.6% 

4.001.812 

91.4% 

4.025,233 

91.4% 

Grand   Total 

$ 

3.866.497 

100.0%     $ 

4.376.215 

100.0% 

! 

4.401.816 

100.0% 

The  Montana  Air  National  Guard  is  funded  predominately  by  federal  funds.  General  fund,  comprising  less  than  9%  of 
the  total  funding  for  the  program,  supports  some  building  and  grounds  maintenance  activities,  a  portion  of  administrative 
expenses,  and  a  small  amount  of  personal  services  expenditures. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


General  Fund 

Budget  Budget  Biennium  Percent 

Fiscal2012  Fiscal2013         Fiscal  12-13  ofBudget 


Total  Funds 

Budget  Budget  Biennium  Percent 

Fiscal  2012  Fiscal  2013         Fiscal  12-13  ofBudget 


Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 


362,348 

17,630 

0 

(5,575) 

$374,403 


362,348 

19,814 

0 

(5,579) 

$376,583 


724,696 

37,444 

0 

(11,154) 

$750,986 


96.50% 
4.99% 
0.00% 

(1.49%) 


3,866,497 

(176,829) 

333,940 

352,607 

$4376,215 


3,866,497 

(166,671) 

339,485 

362,505 

$4,401,816 


7,732,994 

(343,500) 

673,425 

715,112 

$8,778,031 


88.09% 

(3.91%) 

7.67% 

8.15% 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General                State 
FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
'     Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(98,807) 

(81,078) 

10,089 

(7,033) 

(95,436) 

(81,215) 

22,358 

(12,378) 

Total  Statewide  Present  Law  Adjustments 

$17,630                      $0 

($194,459) 

($176,829) 

$19,814 

$0 

($186,485) 

($166,671) 

,     DP  1 30 1  -  Federal  Authority  for  24/7  Firefighter  Salaries 

0.00                        0                        0 

333,940 

333,940 

0.00 

0 

0 

339,485 

339,485 

Total  Other  Present  Law  Adjustments 

0.00                      SO                      $0 

$333,940 

$333,940 

0.00 

$0 

$0 

$339,485 

$339,485 

Grand  Total  All  Present  Law  Adjustments 

0.00             $17,630                      SO 

$139,481 

$157,111 

0.00 

$19,814 

$0 

$153,000 

$172,814 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  Air  National  Guard  program  follows  the  agency  pay  plan  rules  without  exception. 

o  Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 
attracting  and  retaining  qualified  workers. 

o     Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies. 

o  Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  due  to 
savings  from  deployed  employees  on  leave  without  pay. 

o      Pay/Position  Changes  -  No  position  or  pay  changes  were  reported  by  the  program. 

o     Retirements  -  There  are  no  anticipated  retirements  for  the  division. 

DP  1301  -  Federal  Authority  for  24/7  Firefighter  Salaries  -  This  request  is  for  100%  federal  spending  authority  for  the 
overtime,  regular  hours  over  40  per  week,  and  related  benefit  costs  incurred  by  the  Air  National  Guard  Firefighters  in 
Great  Falls.  Costs  for  overtime  and  regular  hours  over  40  per  week  are  zero  based  and  are  not  captured  in  the  personal 
services  snapshot  used  for  the  initial  budget  preparation.  There  are  24  Air  Guard  Firefighters  in  Great  Falls.  These 
firefighters  work  between  182  and  416  regular  extra  hours  per  year.  The  requirement  for  additional  hours  is  caused  by 
the  24  hour  a  day,  7  day  a  week  crash/fire  coverage  necessary  to  support  and  maintain  the  Air  National  Guard  mission 
and  joint  use  requirements  with  the  Great  Falls  International  Airport.  Scheduling  requirements  and  holiday  hours  result 
in  an  additional  10,164  paid  hours  each  year  (department  total).  FLSA  overtime  must  be  paid  for  all  firefighter  hours 
worked  exceeding  212  in  a  two  pay  period  month,  and  result  in  an  additional  2,592  paid  overtime  hours  each  year. 
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New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 


Program 


FTE 


Fiscal  2012 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  2013 — 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


DP  1302  -  Federal  Authority  for  New  Fire  FTEs 

13  6.00  0  0 

DP  55400  -  4%  Personal  Services  Reduction  Air  Program 

13  (0.40)  (5,575)  0 


Total 


5.60 


($5.575) 


$0 


373,002             373,002  6.00  0 

(14,820)             (20,395)            (0.40)  (5,579) 

$358,182  S352.607 5.60  ($5379) 


0  382,860  382,860 

0  (14,776)  (20,355) 

$0  $368,084  $362,505 


DP  1302  -  Federal  Authority  for  New  Fire  FTEs  -  This  request  is  to  provide  100%  federal  spending  authority  to 
permanently  increase  Air  National  Guard  firefighter  staffing  by  6.00  FTE.  The  National  Guard  Bureau  notified  the 
Montana  Air  National  Guard  in  August  2010  that  the  manpower  standard  for  the  base  has  been  permanently  increased 
from  24.00  FTE  to  30.00  FTE,  effective  1  October  2010,  in  support  of  the  Air  National  Guard  mission  and  joint  use 
requirements  with  the  Great  Falls  International  Airport.  The  six  fire  positions  will  be  paid  2,584  regular  hours  and  96 
hours  FLSA  overtime  in  each  year  of  the  biennium  to  ensure  24  hour  a  day,  7  day  a  week  crash/fire  coverage. 


DP  55400  -  4%  Personal  Services  Reduction  Air  Program 
reductions  in  each  year  of  the  biennium. 


JThis  is  a  request  for  a  $5,251  general  fund  and  .40  FTE 


LFD 
COMMENT 


As  discussed  in  the  5%  Reduction  Plan  discussion  above,  the  program  would  reduce  a  1.0  FTE 
purchasing  agent  position  to  a  part  time  0.60  FTE  position.  In  addition  to  the  general  fund  shown  in 
the  DP,  federal  matching  funds  would  also  be  reduced. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 
Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

23.00 

23.00 

22.00 

22.00 

23.00 

22.00 

(1.00) 

(4.35%) 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

1,600,472 
412,625 

5,265,505 
441,549 

1,346,061 

568,417 

13,614,431 

0 

1,386,072 
457,753 

5,367,505 
441,549 

1,386,303 
431,766 

5,367,505 
441,549 

2,946,533 

981,042 

18,879,936 

441,549 

2,772,375 

889,519 

10,735,010 

883,098 

(174,158) 

(91,523) 

(8,144,926) 

441,549 

(5.91%) 

(9.33%) 

(43.14%) 

100.00% 

Total  Costs 

$7,720,151 

$15,528,909 

$7,652,879 

$7,627,123 

$23,249,060 

$15,280,002 

($7,969,058) 

(34.28%) 

General  Fund 
State  Special 
Federal  Special 

1,051,209 

211,200 

6,457,742 

1,059,877 

302,477 

14,166,555 

1,040,632 

370,200 

6,242,047 

1,042,074 

350,200 

6,234,849 

2,111,086 

513,677 

20,624,297 

2,082,706 

720,400 

12,476,896 

(28,380) 

206,723 

(8,147,401) 

(1.34%) 

40.24% 

(39.50%) 

Total  Funds 

$7,720,151 

$15,528,909 

$7,652,879 

$7,627,123 

$23,249,060 

$15,280,002 

($7,969,058) 

(34.28%) 

Program  Description 

The  Disaster  and  Emergency  Services  Division  duties  and  responsibilities  are  provided  for  under  Title  10,  Chapter  3, 
MCA.  The  division  is  responsible  for  the  coordination,  development,  and  implementation  of  emergency  management 
planning,  mitigation,  response,  and  recovery  statewide.  This  responsibility  includes  the  administration  and 
disbursement  of  federal  Homeland  Security  and  Emergency  Management  funds  to  eligible  political  subdivisions  and 
tribal  nations  across  the  state.  The  division  maintains  a  24  hour  a  day  point  of  contact  to  coordinate  the  volunteer,  state, 
and  federal  response  for  assistance  to  political  subdivisions  and  tribal  nations  in  the  event  of  an  incident,  emergency,  or 
disaster. 

Program  Highlights 


Disaster  and  Emergency  Services  Division 
Major  Budget  Highlights 


The  Governor's  proposed  budget  decreases  by  34.3%  from  the  previous 

biennium  due  entirely  from  reduced  requests  for  federal  funds  spending 

authority 

Changes  in  administrative  rules  related  to  the  distribution  of  search  and 

rescue  funds  are  reflected  in  proposed  spending  increases  for  state  special 

revenue  funds  that  support  local  search  and  rescue  activities 

A  4%  personal  services  expenditure  reduction  that  eliminates  1.0  FTE  and 

$1 10,610  in  biennial  funding  is  included  in  the  executive  proposal 


Program  Narrative 

As  stated  in  the  summary  section,  in  the  previous  biennium,  DES  had  estimated  all  of  the  federal  grants  that  could  be 
received  by  the  state  and  requested  the  appropriation  authority  for  that  amount,  roughly  $  1 4  million  each  year  of  the 
biennium,  in  HB  2.  In  prior  biennia,  the  agency  had  used  base  budget  amounts  for  HB  2  authority  requests  and  then 
requested  budget  amendment  authority  from  the  executive  as  federal  grants  were  received  after  the  end  of  the  legislative 
session.  Because  of  a  number  of  factors,  including  timing  of  the  federal  fiscal  year,  type  and  availability  of  grant 
funding,  and  original  appropriation  type,  only  a  fraction  of  the  actual  grant  expenditures  from  federal  funding  sources  is 
accounted  for  in  the  base  year  for  budgeting  purposes.  The  proposed  budget  for  DES  includes  grant  expenditure 
amounts  consistent  with  the  base  year  and  no  proposal  was  included  to  bring  the  requested  appropriation  amounts  to  the 
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level  that  was  requested  in  the  previous  biennium.  The  result  of  this  is  an  artificially  large  decrease  in  the  proposed 
budget. 

5%  Reduction  Plan 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.   The 

following  summarizes  the  plan  submitted  for  this  program. 

The  5%  reduction  plan  as  proposed  by  the  executive  reduces  total  funding  for  the  Disaster  and  Emergency  Services 
(DES)  program  by  $23 1 ,360  the  biennium. 

Of  this  amount,  $110,610  is  included  in  the  Governor's  proposed  budget  as  a  decision  package  to  reduce  personal 
services  expenditures  by  4%  (NP  55400),  eliminating  1.0  FTE.  Administrative  expenses  are  funded  on  a  50/50  basis 
between  state  general  fund  and  federal  funds  for  DES  so  the  reduction  is  split  evenly  between  the  two  sources,  and  only 
the  general  fund  portion  and  the  0.50  FTE  funded  with  general  fund  shown  in  the  decision  package.  The  executive  is  not 
proposing  to  reduce  the  federal  authority.  The  position  that  is  proposed  to  be  eliminated  is  an  emergency  management 
specialist  position  that  has  been  vacant  since  September  of  2010.  A  total  of  three  emergency  management  specialist 
positions,  including  one  modified  FTE,  are  currently  vacant. 

Not  included  in  the  Governor's  budget  is  a  general  operating  reduction  that  makes  up  the  balance  of  the  targeted 
reductions  for  both  general  fund  and  state  special  revenue.  General  fund  is  reduced  by  $49,815  and,  due  to  matching 
requirements,  federal  funding  is  reduced  by  a  corresponding  amount.  State  special  revenue  reductions  total  $2 1 , 1 20  for  a 
total  amount  that  is  not  included  in  the  Governor's  budget  of  $120,750.  Adoption  of  the  plan  by  the  legislature  would 
reduce  the  budget  for  the  program  by  a  further  0.79%  from  the  executive  proposal. 

The  agency  did  not  specify  how  the  additional  reduction  would  be  applied,  making  determination  of  actual  impact 
difficult.  However,  the  agency  reports  the  reductions  could  impact  in  some  measure  the  division's  ability  to  assist  local 
jurisdictions  with  disaster  planning,  training,  exercise,  mitigation  and  response  activities  and  the  elimination  of  a 
hazardous  material  training  program.  To  mitigate  these  impacts,  the  program  would  review  program  priorities,  reducing 
services  as  necessary.  Existing  personnel  would  take  on  extra  work  as  needed  and  specialized  training  to  local 
emergency  management  organizations  would  be  curtailed  as  appropriate. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Disaster  &  Emergency  Services 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  2013 

FY  2013 

01000    Total  General  Fund 

$       1,051,209 

13.6% 

$ 

1,040,632 

13.6%     $ 

1,042,074 

13.7% 

01 100  General  Fund 

1,051,209 

13.6% 

1,040,632 

13.6% 

1,042,074 

13.7% 

02000   Total  State  Special  Funds 

211,200 

2.7% 

370,200 

4.8% 

350,200 

4.6% 

02156  SarDesDfwp  Fees 

58,867 

0.8% 

84,867 

1.1% 

84,867 

1.1% 

02170  Sar  Des  Off  Road  Vehicles 

123,971 

-    1.6% 

189,971 

2.5% 

189,971 

2.5% 

02180  Emergency  Preparedness  Summit 

17,357 

0.2% 

40,357 

0.5% 

20,357 

0.3% 

02335  Des  Training  Conference 

1 1,005 

0.1% 

55,005 

0.7% 

55,005 

0.7% 

03000    Total  Federal  Special  Funds 

6,457,742 

83.6% 

6,242,047 

81.6% 

6,234,849 

81.7% 

03134  Disaster&  Emergency  Services 

6.457.742 

83.6% 

6.242.047 

81.6% 

6.234,849 

81.7% 

Grand   Total 

%       7,720.151 

100.0% 

J 

7.652.879 

100.0%     % 

7.627.123 

100.0% 

Funding  for  the  Disaster  and  Emergency  Services  Division  is  broken  down  roughly  into  three  functional  areas: 
administration  and  coordination,  search  and  rescue,  and  grant  programs. 
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Administrative  and  coordination  functions  that  provide  support  to  communities  and  contribute  to  the  overall  mission  of 
the  division  are  funded  primarily  through  a  50/50  partnership  between  state  general  fund  and  federal  revenues.  Disaster 
coordination  functions  focusing  on  specifically  identified  hazards  or  functions  are  usually  funded  100%  with  federal 
funds. 

Search  and  rescue  activities  are  geared  toward  providing  technical  and  financial  support  to  local  search  and  rescue 
operations.  This  includes  the  reimbursement  of  local  entities  for  costs  incurred  for  local  search  and  rescue  missions  and 
for  funding  of  equipment  purchases.  These  activities  are  funded  through  state  special  revenue  funds  derived  from 
surcharges  on  conservation  licenses  and  off-road  vehicle  licenses.  A  small  portion  of  the  state  special  revenue  is  fee 
revenue  from  division-sponsored  workshops  and  conferences  and  is  used  to  support  these  functions. 

Grant  activities  are  dominated  by  federal  funding.  The  division  uses  this  funding  to  make  grants  to  extramural  and  state 
entities  for  disaster  and  emergency  prevention  and  preparation  according  to  federal  agency  goals.  The  amount  of  this 
funding  that  is  budgeted  in  HB  2  varies  greatly  depending  on  the  federal  source  and  available  amounts  known  at  the  time 
of  the  budget  submission.  This  is  reflected  in  the  39.5%  reduction  in  federal  funding  for  the  upcoming  biennium  from 
the  current  biennium. 

The  office  of  the  Governor  is  also  provided  a  number  of  statutory  appropriations  in  the  event  of  a  declared  emergency  or 
disaster.  The  most  notable  of  these  is  the  authority  to  authorize  up  to  $  1 6  million  dollars  for  disaster  relief.  These 
expenditures  are  authorized  through  executive  orders.  In  FY  2010,  the  Governor  authorized  disaster  relief  expenditures 
from  the  general  fund  resulting  from  executive  orders  totaling  $301,396. 

Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 





Total  Funds — 



Budget 

Budget 

Biennium 

Percent 

Budget 

Budget 

Biennium 

Percent 

Budget  Item 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

Fiscal  2012 

Fiscal  2013 

Fiscal  12-13 

of  Budget 

Base  Budget 

1,051,209 

1,051,209 

2,102,418 

100.95% 

7,720,151 

7,720,151 

15,440,302 

101.05% 

Statewide  PL  Adjustments 

(2,416) 

(967) 

(3,383) 

(0.16%) 

(209,950) 

(215,692) 

(425,642) 

(2.79%) 

Other  PL  Adjustments 

19,488 

19,488 

38,976 

1.87% 

197,976 

177,976 

375,952 

2.46% 

New  Proposals 

(27,649) 

(27,656) 

(55,305) 

(2.66%) 

(55,298) 

(55,312) 

(110,610) 

(0.72%) 

Total  Budget 

$1,040,632 

$1,042,074 

$2,082,706 

$7,652,879 

$7,627,123 

$15,280,002 

j  Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 

"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
';  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
j  descriptions. 
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Present  Law  Adjustments 

General                State 
FTE                  Fund                Special 

Federal 
Special 

Total 

Funds 

-iscal2013 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(160,476) 

(57,602) 

(476) 

8,604 

(160,223) 
(57,610) 
(416) 
2,557  . 

Total  Statewide  Present  Law  Adjustments 

($2,416) 

$0 

($207,534) 

($209,950) 

($967) 

$0 

($214,725) 

($215,692) 

DP  2101  -  DES  Duty  Officer  Overtime 

0.00                19,488 

DP  2102  -  State  Special  Revenue  Spending  Authority 
0.00                        0 

0 
159,000 

19,488 
0 

38,976 
159,000 

0.00 
0.00 

19,488 
0 

0 
139,000 

19,488 
0 

38,976 
1 39,000 

Total  Other  Present  Law  Adjustments 

0.00             $19,488 

$159,000 

$19,488 

$197,976 

0.00 

$19,488 

$139,000 

$19,488 

$177,976 

Grand  Total  All  Present  Law  Adjustments 

0.00              $17,072 

$159,000 

($188,046) 

($11,974) 

0.00 

$18,521 

$139,000 

($195,237) 

($37,716) 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  Disaster  and  Emergency  Services  program  follows  the  agency  pay  plan  rules 

without  exception, 
o     Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 

attracting  and  retaining  qualified  workers. 

Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies. 

Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  by  holding 

vacant  positions  open. 

Pay/Position  Changes  -  No  position  or  pay  changes  were  reported  by  the  program. 

Retirements  -  Seven  employees  in  the  program  will  be  eligible  for  retirement  in  the  20 1 3  biennium  at  a  cost  of 

$73,350. 


o 
o 


o 
o 


DP  2101  -  DES  Duty  Officer  Overtime  -  This  is  a  request  to  provide  funding  for  the  overtime  salary  and  benefits  costs 
incurred  by  the  DES  duty  officers  to  provide  24  hour,  7  days  a  week  disaster  &  emergency  response.  Overtime  costs  are 
zero  based  and  are  not  captured  in  the  personnel  services  snapshot  used  for  the  initial  budget  preparation. 

DP  2102  -  State  Special  Revenue  Spending  Authority  -  The  division  is  requesting  state  special  revenue  spending 
authority. 

The  Emergency  Management  Assistance  Compact  (EMAC),  codified  under  10-3-1001  MCA,  is  an  agreement  between 
Governors  for  one  state  to  provide  assistance  to  another  state  under  a  disaster  or  emergency  declaration.  Costs  incurred  to 
provide  assistance  under  the  EMAC  are  reimbursable  by  the  state  requesting  the  assistance.  Spending  authority  is 
requested  for  DES  to  incur  the  original  costs  prior  to  reimbursement. 

The  annual  Governors  Emergency  Preparedness  Summit  requires  the  spending  authority  to  cover  expenses  pending 
receipt  of  registration  revenue. 

Disaster  and  Emergency  Services  Division  (DES)  is  responsible  for  implementing  Montana  Code  Annotated  (MCA)  10- 
3-801  which  reimburses  county  sheriffs  and  local  search  and  rescue  units  for  expenses  related  to  search  and  rescue 
missions,  training,  and  equipment. 
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i 

New  Proposals 
i    The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.   Descriptions  and  LFD  discussion 
I    of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

12012 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Fiscal  ""OH    - 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  55400  -  4%  Personal  Services  Reduction  DES 
21             (1.00)             (27,649) 

Total            (1.00)           ($27,649) 

0 
$0 

(27,649) 
($27,649) 

(55,298) 
($55,298) 

(1.00) 
(1.00) 

(27,656) 
($27,656) 

0 
$0 

(27,656) 
($27,656) 

(55,312) 
($55,312) 

DP  55400  -  4%  Personal  Services  Reduction  DES  -  The  division  4%  reduction  in  personal  services  would  be  a  currently 
vacant  0.5  FTE  emergency  management  specialist  position.  The  position  is  funded  50%  with  federal  funds. 
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Program  Budget  Comparison 

The  following  table  summarizes  the  total  executive  budget  for  the  program  by  year,  type  of  expenditure,  and  source  of 
funding. 


Program  Budget  Comparison 
Budget  Item 

Base 

Fiscal  2010 

Approp. 
Fiscal  2011 

Budget 

Fiscal  2012 

Budget 

Fiscal  20 13 

Biennium 
Fiscal  10-11 

Biennium 
Fiscal  12-13 

Biennium 
Change 

Biennium 
%  Change 

FTE 

30.00 

30.00 

29.00 

29.00 

30.00 

29.00 

(1.00) 

(3.33%) 

Personal  Services 
Operating  Expenses 
Equipment  &  Intangible  Assets 

1,413,599 

370,794 

0 

1,403,785 

549,393 

17,730 

1,478,267 

424,389 

0 

1,478,435 

421,460 

0 

2,817,384 

920,187 

17,730 

2,956,702 

845,849 

0 

139,318 
(74,338) 
(17,730) 

4.94% 

(8.08%) 

(100.00%) 

Total  Costs 

$1,784,393 

$1,970,908 

$1,902,656 

$1,899,895 

$3,755,301 

$3,802351 

$47,250 

1.26% 

General  Fund 
State  Special 

868,195 
916,198 

880,215 
1,090,693 

888,970 
1,013,686 

883,722 
1,016,173 

1,748,410 
2,006,891 

1,772,692 
2,029,859 

24,282 
22,968 

1.39% 
1.14% 

Total  Funds 

$1,784393 

$1,970,908 

$1,902,656 

$1,899,895 

$3,755J01 

$3,802,551 

$47,250 

1.26% 

Program  Description 

The  Veterans  Affairs  Division  assists  discharged  veterans  and  their  families,  cooperates  with  state  and  federal  agencies, 
promotes  the  general  welfare  of  veterans,  and  provides  information  on  veterans'  benefits.  The  program  also  administers 
the  veterans'  cemeteries  located  at  Miles  City,  Fort  Harrison  in  Helena,  and  Missoula.  The  Board  of  Veterans'  Affairs  is 
administratively  attached  to  the  Department  of  Military  Affairs,  and  operates  under  a  state  mandate  provided  in  Title  1 0, 
Chapter  2,  MCA. 

Program  Highlights 


Veterans'  Affairs  Division 
Major  Budget  Highlights 


♦  The  executive's  budget  proposal  includes  a  4%  personal  services  reduction 
that  results  in  the  elimination  of  1 .0  FTE 

♦  General  fund  increases  by  1 .39%  due  to  statewide  present  law  adjustments 


Major  LFD  Issues 


♦  The  funding  requested  from  the  program's  second  largest  state  special 
revenue  source  is  not  supportable  due  to  the  projected  levels  of  revenue  and 
fund  balance  in  the  account 


Program  Narrative 

Statute  requires  that  agencies  submit  plans  to  reduce  general  fund  and  certain  state  special  revenue  funds  by  5%.  The 
following  summarizes  the  plan  submitted  for  this  program.  The  agency  submitted  a  5%  reduction  plan  for  the  Veterans' 
Affairs  Division  that  totals  $178,280  over  the  biennium.  General  fund  makes  up  $86,714  of  the  total.  Of  the  general 
fund  amount,  $60,106  is  included  in  the  executive's  proposed  budget.  The  portion  of  the  general  fund  reduction  included 
in  the  budget  is  contained  in  DP  55400,  a  4%  general  fund  personal  services  reduction  that  will  eliminate  a  veterans' 
services  technician  position  in  conjunction  with  the  closing  of  the  Wolf  Point  office. 


LFD  Budget  Analysis 


A-340 


2013  Biennium 


6701  -  DEPT  OF  MILITARY  AFFAIRS 


31-VETERANS  AFFAIRS  PROGRAM 


The  remaining  $26,608  in  general  fund  and  $91,566  in  state  special  revenue  reductions  are  not  included  in  the  executive 
budget.  The  agency  states  that  these  additional  reductions  include  the  permanent  closure  of  the  Wolf  Point  office, 
reduced  training  and  conference  attendance,  and  reduced  cemetery  operations  and  maintenance  functions.  The  adoption 
of  the  5%  plan  by  the  legislature  would  result  in  a  0.7%  reduction  in  general  fund  and  a  3.1 1%  reduction  in  total  funding 
for  the  program  from  the  Governor's  proposed  budget. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2013  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Veteran 

Affairs  Pro 

;ram 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2010 

FY  2010 

FY  2012 

FY  2012 

FY  20 13 

FY  2013 

01000 

Total  General  Fund 

S          868,195 

48.7% 

$ 

888,970 

46.7%     $ 

883,722 

46.5% 

01 100  General  Fund 

868,195 

48.7% 

888,970 

46.7% 

883,722 

46.5% 

02000 

Total  State  Special  Funds 

916,198 

51.3% 

1,013,686 

53.3% 

1,016,173 

53.5% 

02214  Veterans  Affairs  Cemeteries 

236,023 

13.2% 

232,854 

12.2% 

233,224 

12.3% 

02222  Patriotic  License  Plate  Fees 

- 

- 

75,000 

3.9% 

75,000 

3.9% 

02523  Missoula  Cemetery  Plot  Allowance 

21,028 

1.2% 

25,000 

1.3% 

25,000 

1.3% 

02524  Missoula  Cemetery  Donations 

1,535 

0.1% 

12,175 

0.6% 

11,091 

0.6% 

02548  Veterans  Affairs  Sb401 

597,060 

33.5% 

599,192 

31.5% 

602,393 

31.7% 

02550  Ft  Harr  Va  Cemetery  Donations 

14,256 

0.8% 

14,465 

0.8% 

14,465 

0.8% 

02551  Ft  Harr  Va  Cemetery  Plot  Allow 

31,141 

1.7% 

30,000 

1.6% 

30,000 

1.6% 

02552  Estm  Mt  Va  Cemetery  Plot  All 

15,000 

0.8% 

15,000 

0.8% 

15,000 

0.8% 

02553  Estm  Mt  Va  Cemetery  Donations 

155 

0.0% 

10.000 

0.5% 

10,000 

0.5% 

Grand 

Total 

5        1.784.393 

100.0% 

% 

1  902.656 

100.0%     S 

1.899.895 

100.0% 

The  Veterans'  Affairs  program  is  funded  with  both  general  fund  and  state  special  revenue.  General  fund  comprises  a 
slightly  larger  (1.42%)  portion  in  the  proposed  budget  than  the  previous  biennium  and  is  used  to  support  functions 
throughout  the  program. 

State  special  revenue  is  the  largest  funding  source  for  the  program.  The  primary  state  special  revenue  account  was 
created  by  the  legislature  during  the  2003  regular  session  in  SB  40 1 ,  which  allocates  proceeds  from  the  sale  of  veterans 
specialty  license  plates.  In  addition  to  the  revenue  received  from  the  sale  of  some  specialty  license  plates,  this  account 
and  the  second  most  utilized  account  (Veterans'  Affairs  Cemeteries)  receive  a  portion  of  all  of  the  motor  vehicle 
registration  revenue  that  is  deposited  in  the  general  fund  each  year.  Remaining  accounts  include  revenue  derived 
primarily  from  cemetery  donations  and  plot  allowances. 

The  executive  has  also  included  a  proposal  in  the  budget  to  fund  various  activities  of  the  program  from  the  patriotic 
license  plate  fund  in  the  amount  of  $150,000  over  the  biennium.  The  appropriation  request  is  significantly  higher  than 
historical  revenues.  For  a  further  discussion  please  see  the  issue  under  DP  3101  below.  This  account  receives  revenue 
from  a  $15  surcharge  on  original  and  renewal  patriotic  license  plates  issued  in  Montana.  This  is  the  first  time  the 
program  has  requested  funding  from  this  account  in  HB  2. 


Requested  Expenditures  are  Not  Supportable  with  Projected  Revenues 

The  amount  of  funding  requested  from  the  Veterans'  Affairs  Cemeteries  Fund  is  not  supportable  with  the 

revenues  and  fund  balance  of  the  account.      The  following  chart  shows  the  fund  balance  for  the  account 

beginning  with  actual  amounts  for  the  past  two  fiscal  years,  and  the  estimated  amounts  for  the  current  fiscal  year  and  the 

upcoming  biennium  as  proposed  in  the  executive  budget.  As  shown,  actual  or  requested  expenditures  exceed  revenues  in 

each  year. 
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LFD 

ISSUE  CONT 


The  agency  has  not  maintained  structural  balance  in  the  the  account  for  the  past  seven  years 
beginning  with  FY  2004.  The  only  exception  to  this  is  in  FY  2008,  when  a  non-budgeted  general 
fund  transfer  of  $148,314  was  made  to  enhance  the  fund  balance. 


Veterans'  Aflairs  Cemeteries  Fund  2214 
Fund  Balance  Analysis 


Fiscal 
2009 


Fiscal 
2010 


Fiscal 
2011* 


Fiscal 
2012* 


Fiscal 
2013* 


Beginning  Fund  Balance 

Disbursements 
Revenues 

Ending  Nominal  Fund  Balance 


($246,374) 
179,179 

$112,528 


($238,514) 
167,581 


$41,595     ($105,850)   ($168,704) 

($308,380)  ($232,854)  ($233,224) 
160,935        170,000        170,000 


$41,595         ($105,850)  ($168,704)   ($231,928) 


This  structural  imbalance  has  eroded  the  fund 

balance  and  would  result  in  a  negative  fund 

balance    beginning    in    FY    2011     without 

significantly  greater  revenues  than  currently 

anticipated.  The  agency  will  then  either  have 

to  reduce  expenditures  or  find  other  sources 

of  funding  within  the  program  or  the  agency. 

Either  revenues  to  the  account  would  have  to 

be  increased,  most  likely  through  an  increase 

in  the  cost  of  the  license  plate,  or  some  other  source  such  as  general  fund  would  have  to  be  utilized.  A  committee  bill 

would  be  needed  for  this  option. 

Options 

o     Reduce  expenditures  to  comport  with  ongoing  available  revenues 
o     Request  a  committee  bill  to  increase  the  revenue  revenues  to  the  fund 
o     Subsidize  expenditures  with  other  funding  sources,  such  as  general  fund 


'disbursements  are  actual  or  proposed  appropriation  amounts,  revenues  are  LFD  estimated  amounts 


Budget  Summary  by  Category 

The  following  summarizes  the  total  budget  by  base,  present  law  adjustments,  and  new  proposals. 


Budget  Summary  by  Category 


Budget  Item 


Budget 
Fiscal  2012 

General  Fund 

Budget              Biennium 
Fiscal  20 13         Fiscal  12-13 

Percent 

of  Budget 

Budget 

Fiscal  2012 

Total  Funds 

Budget              Biennium 
Fiscal  2013         Fiscal  12-13 

Percent 
of  Budget 

868,195 

50,827 

0 

(30,052) 

$888,970 

868,195 

45,581 

0 

(30,054) 

$883,722 

1,736,390 

96,408 

0 

(60,106) 

$1,772,692 

97.95% 
5.44% 
0.00% 

(3.39%) 

1,784,393 

73,315 

75,000 

(30,052) 

$1,902,656 

1 ,784,393 

70,556 

75,000 

(30,054) 

$1,899,895 

3,568,786 
143,871 
150,000 
(60,106) 

$3,802,551 

93.85% 
3.78% 
3.94% 

(1.58%) 

Base  Budget 

Statewide  PL  Adjustments 
Other  PL  Adjustments 
New  Proposals 

Total  Budget 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

157,567 
(62,847) 
(12,580) 

(8,825) 

157,745 
(62,855) 
(11,783) 
(12,551) 

Total  Statewide  Present  Law  Adjustments 

$50,827 

$22,488 

$0 

$73315 

$45,581 

$24,975 

$0 

$70356 

DP  3101  -  Spending  authority  for  Patriotic  Plates 
0.00                        0 

75,000 

0 

75,000 

0.00 

0 

75,000 

0 

75,000 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$75,000 

$0 

$75,000 

0.00 

$0 

$75,000 

$0 

$75,000 

Grand  Total  All  Present  Law  Adjustments 

0.00              $50,827 

$97,488 

SO 

$148315 

0.00 

$45,581 

$99,975 

$0 

$145,556 

Program  Personal  Services  Narrative 

The  following  information  is  provided  so  that  the  legislature  can  consider  various  personal  services  issues  when 
examining  the  agency  budget.  It  was  submitted  by  the  agency  and  edited  by  LFD  staff  as  necessary  for  brevity  and/or 
clarity. 

o     Pay  Plan  Exceptions  -  The  Veterans'  Affairs  program  follows  the  agency  pay  plan  rules  without  exception. 

o     Program  Specific  Obstacles  -  No  program  specific  obstacles  have  been  encountered  by  the  program  in 

attracting  and  retaining  qualified  workers. 

Vacancy  -  The  program  has  not  experienced  any  issues  related  to  vacancies. 

Legislatively  Applied  Vacancy  Savings  -  Legislatively  applied  vacancy  savings  has  been  achieved  by  holding 

vacant  positions  open. 

Pay/Position  Changes  -  No  position  or  pay  changes  were  reported  by  the  program. 

Retirements  -  Six  employees  in  the  program  are  eligible  for  retirement  in  the  2013  biennium  at  an  anticipated 

cost  of  approximately  $46,000.  There  are  no  expected  operational  impacts  to  the  program  based  on  anticipated 

retirements. 


o 
o 


o 
o 


DP  3 1 0 1  -  Spending  authority  for  Patriotic  Plates  -  The  executive  requests  spending  authority  from  the  patriotic  license 
plate  special  revenue  account.  The  funding  would  be  used  for  staff  training,  operational  support,  and  state  veterans 
service  organization  projects  of  mutual  support  such  as  homeless  veteran  stand  downs  and  outreach  programs. 


LFD 
ISSUE 


Decision  Package  Creates  Base  Expenditure  Increase 


This  decision  package  requests  spending  authority  from  the  state  special  revenue  account  funded  from  the 
sale  of  patriotic  license  plates.  This  is  not  a  switch  in  funding,  but  an  increase  in  base  expenditures.  The  use 
of  this  fund  has  not  offset  the  use  of  other  funds  in  the  budget  and  the  funding  will  be  used  to  support  expanded  activities 
in  the  program.  The  legislature  may  want  to  consider  reducing  general  fund  or  other  state  special  revenue  funding 
sources  in  the  amount  of  the  requested  funding. 
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New  Proposals 

The  "New  Proposals"  table  summarizes  all  new  proposals  requested  by  the  Governor.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Federal 
Special 

General               Slate 
Program                FTE                  Fund                Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  55400  -  4%  Personal  Services  Reduction  Veterans  Affairs 

31             (1.00)             (30,052)                         0 

Total             (1.00)           ($30,052)                       $0 

0 
$0 

(30,052) 
($30,052) 

(1.00) 
(1.00) 

(30,054) 
($30,054) 

0 
$0 

0 
$0 

(30,054) 
($30,054) 

DP  55400  -  4%  Personal  Services  Reduction  Veterans  Affairs  -  This  request  is  for  a  $24,787  general  fund  and  0.5FTE 
reduction  in  each  year  of  the  biennium.  The  division  would  eliminate  a  veterans  affairs  technician  in  the  Wolf  Point 
office,  which  is  scheduled  for  closure. 
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Glossary 

A  number  of  terms  are  used  extensively  in  budgeting  and  appropriations.  The  most  common  terms,  which  are 
used  throughout  the  budget  analysis  and  in  other  fiscal  materials,  are  listed  and  defined  below. 

Adjusted  Base  -  The  base  budget,  the  level  of  funding  authorized  by  the  previous  legislature,  modified  by 
annualization  of  personal  services  costs,  inflationary  or  deflationary  factors,  changes  in  fixed  costs,  etc. 

Appropriations  -  An  authorization  by  law  for  the  expenditure  of  funds  or  to  acquire  obligations.  Types  of 
appropriations  are  listed  below. 

Biennial  -  A  biennial  appropriation  is  an  appropriation  made  in  the  first  year  of  the  biennium,  where  the 
appropriated  amount  can  be  spent  in  either  year  of  the  biennium.  In  HB  2,  it  can  be  split  between  years, 
but  still  be  biennial  if  so  indicated. 

Budget  amendment  -  See  "Budget  Amendment"  below. 

Continuing  -  An  appropriation  that  continues  beyond  one  biennium. 

Language  -  An  appropriation  made  in  the  language  of  the  general  appropriations  act  for  a  non-specific  or 
limited  dollar  amount.  Language  appropriations  are  generally  used  when  an  agency  knows  that  it  will  be 
receiving  federal  or  state  special  revenue  funds  but  is  uncertain  as  to  the  amount. 

Line  Item  -  An  appropriation  made  for  a  specific  purpose.  Line  item  appropriations  highlight  certain 
appropriations  and  ensure  that  they  can  be  separately  tracked  on  the  state  accounting  system. 

One-time  -  Appropriations  for  a  one-time  purpose  that  are  excluded  from  the  base  budget  in  the  next 
biennium. 

Restricted  -  An  appropriation  designated  for  a  specific  purpose  or  function. 

Statutory  -  Funds  appropriated  in  permanent  law  rather  than  a  temporary  bill.  All  statutory 
appropriations  references  are  listed  in  17-7-502,  MCA. 

Temporary  -  An  appropriation  authorized  by  the  legislature  in  the  general  appropriations  act  or  in  a  "cat 
and  dog"  bill  that  is  valid  only  for  the  biennium. 

Appropriation  Transfers  (also  see  "Supplemental  Appropriation")  -  The  transfer  of  funds  appropriated  for  the 
second  year  of  the  biennium  to  the  first  if  the  Governor  or  other  approving  authority  determines  that  due  to  an 
unforeseen  or  unanticipated  emergency  there  are  insufficient  funds  in  the  first  year  for  the  operation  of  an  agency. 

Approving  Authority  -  The  entity  designated  in  law  as  having  the  authority  to  approve  certain  budgetary 
changes  during  the  interim.  The  approving  authorities  are: 

o     The  Governor  or  his/her  designated  representative  for  executive  branch  agencies 

o  The  Chief  Justice  of  the  Supreme  Court  or  his/her  designated  representative  for  the  judicial  branch 
agencies 

o     The  Speaker  of  the  House  of  Representatives  for  the  House 

o     The  President  of  the  Senate  for  the  Senate 


o     The  appropriate  standing  legislative  committees  or  designated  representative  for  the  legislative  branch 

divisions 
o     The  Board  of  Regents  of  Higher  Education  or  their  designated  representative  for  the  university  system 

Average  Daily  Population  (ADP)  -  The  population  measure  used  to  calculate  population  in  the  Montana 
correctional  system.  ADP  is  equivalent  to  one  inmate  incarcerated  for  one  year. 

Average  Number  Belonging  (ANB)  -  The  enrollment  measure  used  for  K-12  BASE  aid  calculations.  ANB  is 
the  equivalent  of  one  full-time  student  enrolled  in  school  for  the  full  school  year. 

Base  -  The  level  of  funding  authorized  by  the  previous  legislature. 

Base  Budget  -  The  resources  needed  for  the  operation  of  state  government  that  provide  for  expenses  of  an 
ongoing  and  non-extraordinary  nature  in  the  current  biennium. 

Benefits  -  An  expenditure  category  used  to  account  for  the  provision  of  payments  or  services  by  the  government 
to  individuals  who  qualify  for  receipt  of  those  payments  or  services,  such  as  Medicaid  benefits.  Personal  services 
benefits  for  state  employees  are  included  in  the  personal  services  expenditure  category. 

Biennial  Appropriation  -  An  appropriation  that  can  be  expended  in  either  or  both  years  of  the  biennium. 

Biennium  -  A  two-year  period.  For  the  state,  this  period  begins  July  1  of  the  odd-numbered  years  and  ends  June 
30  of  the  following  odd-numbered  year. 

Budget  Amendments  -  Temporary  authority  to  spend  unanticipated  non-general  fund  revenue  received  after  the 
legislature  adjourns.  The  funds  must  be  used  to  provide  additional  services  and  cannot  make  a  commitment  of 
general  fund  support  for  the  present  or  future. 

Cat  and  Dog  Appropriations  -  One-time  appropriations  made  in  bills  other  than  the  general  appropriations  act. 

Debt  Service  -  The  payment  on  outstanding  bonds. 

Decision  Package  -  Separate,  specific  adjustments  to  the  base  budget.  Decision  packages  can  be  either  present 
law  adjustments  or  new  proposals. 

Earmarked  Revenue  -  Funds  from  a  specific  source  that  can  be  spent  only  for  designated  activities. 

Enterprise  Funds  -  A  fund  used  to  account  for  operations  financed  and  operated  similar  to  private  business 
enterprises,  where  the  intent  of  the  legislature  is  to  finance  or  recover  costs,  primarily  through  user  charges. 

Federal  Special  Revenue  -  Accounts  deposited  in  the  state  treasury  from  federal  sources,  to  be  used  for  the 
operation  of  state  government. 

Fiduciary  Funds  -  Funds  used  to  account  for  assets  held  by  the  state  in  a  trustee  capacity  or  as  an  agent  for 
individuals,  private  organizations,  other  governments,  or  other  funds. 

Fiscal  Note  -  An  estimate,  prepared  by  the  Governor's  Office  of  Budget  and  Program  Planning,  of  the  probable 
revenues  and  costs  that  will  be  incurred  as  the  result  of  a  bill  or  joint  resolution. 


Fiscal  Year  (FY)  aka  State  Fiscal  Year  (SFY)  -  A  12-month  accounting  period  beginning  July  1  and  ending 
June  30.  Fiscal  year  2003  refers  to  the  fiscal  year  ending  June  30,  2003.  (Note:  The  federal  fiscal  year  (FFY)  is 
October  1  through  September  30.) 

Fixed  Costs  -  Fees  (fixed  costs)  charged  to  agencies  for  a  variety  of  services  provided  by  other  state  agencies 
(e.g.,  payroll  service  fees,  rent,  warrant  writing  services,  and  data  network  services.). 

FTE  -  Full-Time  Equivalent  position,  or  the  equivalent  of  one  person  working  full-time  for  the  entire  year.  Also 
used  to  denote  full-time  equivalent  students  in  the  Montana  University  System  for  purposes  of  calculating  state 
support. 

Fund  -  A  fiscal  entity  with  revenues  and  expenses  which  are  segregated  for  the  purpose  of  carrying  out  a  specific 
purpose  or  activity. 

General  Fund  -  Accounts  for  all  governmental  financial  resources  except  those  that  must  be  accounted  for  in 
another  fund. 

General  Fund  Reversions  -  Unspent  appropriated  funds  that  are  returned  to  the  general  fund  at  the  close  of  the 
budget  period  (fiscal  year). 

Grants  -  An  expenditure  category  used  to  account  for  the  payment  by  a  government  entity  to  an  individual  or 
other  entity  who  will  perform  a  service. 

HB  2  -The  General  Appropriations  Act  in  which  the  legislature  authorizes  the  funding  for  state  government  for 
the  upcoming  biennium.  Each  session,  House  Bill  2  is  reserved  for  this  purpose. 

Indirect  Cost  -  A  cost  necessary  for  the  functioning  of  the  organization  as  a  whole,  but  which  cannot  be  directly 
assigned  to  a  specific  division  or  agency. 

Interim  -  The  time  between  regular  legislative  sessions. 

Internal  Service  Funds  -  Funds  use  to  account  for  the  financing  of  goods  and  services  provided  by  one 
department  or  agency  to  other  departments,  agencies,  or  governmental  entities  on  a  cost-reimbursement  basis. 

IRIS  -  The  Integrated  Revenue  Information  System  (IRIS)  is  an  automated  system  to  administer  taxes  that  are  the 
responsibility  of  the  Department  of  Revenue  to  collect. 

Local  Assistance  -  An  expenditure  classification  primarily  used  to  account  for  expenditures  made  for  K-12 
funding  provided  by  the  state  to  school  districts. 

MBARS  -  The  Montana  Budget  Analysis  and  Reporting  System,  which  provides  all  state  agencies  with  one 
computerized  system  for  budget  development,  maintenance  and  tracking,  and  is  integrated  with  the  State 
Accounting,  Budget,  and  Human  Resource  System  (SABHRS). 

Mill  -  The  property  tax  rate  based  on  the  valuation  of  property.  A  tax  rate  of  one  mill  produces  one  dollar  of 
taxes  on  each  $1,000  of  assessed  property  value. 


New  Proposals  -  Requests  (decision  packages)  to  provide  new  non-mandated  services,  to  change  program 
services,  to  eliminate  existing  services,  or  to  change  the  source  of  funds. 

Non-budgeted  Expenditures  -  Accounting  entries  for  depreciation,  amortization,  and  other  financial  transactions 
that  appear  as  expenditures,  but  don't  actually  result  in  direct  dispersal  of  funds  from  the  state  treasury. 

Non-budgeted  Transfer  -  Funds  moved  from  one  account  to  another  in  the  state  accounting  system  based  upon 
statutory  authority  but  not  by  appropriation  in  the  general  appropriations  act. 

Operating  Expenses  -  All  operating  expenditures  that  do  not  meet  the  personal  services  and  capital  outlay 
classification  criteria.  These  expenditures  include,  but  are  not  limited  to,  professional  services,  supplies,  rent, 
travel,  and  repair  and  maintenance. 

Other  Funds  -  Capital  projects  and  fiduciary  funds. 

Capital  projects  fund  -  Accounts  for  financial  resources  used  for  the  acquisition  or  construction  of  major 
capital  facilities,  other  than  those  financed  by  proprietary  funds  or  trust  funds. 

Fiduciary  funds  -  Trust  and  agency  fund  types  used  to  account  for  assets  held  by  state  government  in  a 
trustee  capacity  or  as  an  agency  for  individuals,  private  organizations,  other  governmental  entities,  or 
other  funds. 

Pay  Plan  -  Provision  by  the  legislature  of  a  general  adjustment  to  salaries  and/or  benefits  paid  to  state  employees. 
Also  refers  to  the  pay  schedule  listing  the  state  salary  rate  for  each  classified  position  according  to  that  position's 
grade  and  the  market  rate. 

Personal  Services  -Expenditures  for  salaries,  benefits,  per  diem,  and  other  additions,  such  as  overtime. 

Personal  Services  Snapshot  -  The  point  in  time  at  which  personal  services  attributes  are  captured  and  from 
which  the  personal  services  budget  is  determined.  The  executive  budget  personal  services  costs  are  based  on  a 
"snapshot"  of  actual  salaries  for  authorized  FTE  as  they  existed  in  a  pre-determined  pay  period  in  the  base  year. 

Present  Law  -  The  additional  level  of  funding  needed  under  present  law  to  maintain  operations  and  services  at 
the  level  authorized  by  the  previous  legislature. 

Present  Law  Adjustments  -  Requests  (decision  packages)  for  an  adjustment  in  funding  sufficient  to  allow 
maintenance  of  operations  and  services  at  the  level  authorized  by  the  previous  legislature  (e.g.,  caseload, 
enrollment  changes,  and  legally  mandated  workload). 

Program  -  A  group  of  related  activities  performed  by  one  or  more  organizational  units  for  the  purpose  of 
accomplishing  a  function  for  which  the  government  is  responsible.  Also,  a  grouping  of  functions  or  objectives 
that  provides  the  basis  for  legislative  review  of  agency  activities  for  appropriations  and  accountability  purposes. 

Proprietary  Funds  -  Enterprise  or  internal  service  funds.  Statute  does  not  require  that  most  proprietary  funds  be 
appropriated. 

Enterprise  funds  -  Funds  that  account  for  operations  financed  and  operated  in  a  manner  similar  to  private 
business  enterprises,  and  through  which  the  intent  is  to  provide  goods  or  services  to  the  public. 


Internal  service  funds-  Funds  that  account  for  the  financing  of  goods  or  services  provided  by  one 
department  or  agency  to  other  departments  or  agencies  of  state  government. 

Reporting  Levels  -  Budget  units  dividing  agency  and  program  budgets  into  smaller  units  for  the  purpose  of 
constructing,  analyzing,  and  approving  budgets. 

SABHRS  -  The  State  Accounting,  Budget,  and  Human  Resource  System  that  combines  the  state's  accounting, 
budgeting,  personnel,  payroll,  and  asset  management  systems  into  one  single  system. 

State  Special  Revenue  -  Accounts  for  money  from  state  and  other  nonfederal  sources  that  is  earmarked  for  a 
particular  purpose,  as  well  as  money  from  other  non-state  or  nonfederal  sources  that  is  restricted  by  law  or  by  the 
terms  of  an  agreement. 

Supplemental  Appropriation  -  An  additional  appropriation  made  by  the  governing  body  after  the  budget  year  or 
biennium  has  started.  There  are  two  types  of  supplemental  appropriations  that  can  be  used  to  increase  spending 
authority  for  a  fiscal  year:  1)  a  transaction  in  an  even-numbered  year  that  moves  spending  authority  from  the 
second  year  of  the  biennium  to  the  first  year;  or  2)  an  appropriation  passed  and  approved  by  the  legislature  to 
provide  authority  for  the  odd-numbered  fiscal  year  ending  the  current  biennium. 

Vacancy  Savings  -  The  difference  between  what  agencies  actually  spend  for  personal  services  and  the  cost  of 
fully  funding  all  funded  positions  for  the  entire  year. 


Acronyms 


AES 

ACA 

ADP 

AMDD 

ANB 

ARM 

ARRA 

BASE  Aid 

BPE 

C&A 

CC 

CES 

CHE 

CHIP 

CIO 

COPP 

COT 

CPI 
DEQ 
DMA 
DNRC 

DOA 
DOAg 


Agricultural  Experiment  Station 
Affordable  Care  Act 
Average  Daily  Population 
Addictive  &  Mental  Disorders  Division 
Average  Number  Belonging  (K-12  education) 
Administrative  Rules  of  Montana 
American  Recovery  and  Reinvestment  Act 
Base  Amount  for  School  Equity  Aid 
Board  of  Public  Education 
Cultural  and  Aesthetic  (Trust) 
Community  Colleges 
Cooperative  Extension  Service 
Commissioner  of  Higher  Education 
Children's  Health  Insurance  Program  (also 

SCHTP) 
Chief  Information  Officer 
Commissioner  of  Political  Practices 
College  of  Technology,  followed  by  campus 

designation 
Consumer  Price  Index 
Department  of  Environmental  Quality 
Department  of  Military  Affairs 
Department  of  Natural  Resources  and 

Conservation 
Department  of  Administration 
Department  of  Agriculture 


DOC 

Department  of  Commerce 

DOC 

Department  of  Corrections 

DOJ 

Department  of  Justice 

DOLI 

Department  of  Labor  and  Industry 

DOR 

Department  of  Revenue 

DOT 

Department  of  Transportation 

DP 

Decision  Package 

DPHHS 

Department  of  Public  Health  and  Human 

Services 

ES 

Extension  Service 

FCES 

Forestry  and  Conservation  Experiment  Station 

FMAP 

Federal  Medical  Assistance  Percentage 

(Medicaid  match  rate) 

FSR 

Federal  Special  Revenue 

FSTS 

Fire  Services  Training  School 

FTE 

Full-Time  Equivalent 

FWP 

Department  of  Fish,  Wildlife,  and  Parks 

FFY 

Federal  Fiscal  Year 

FY 

Fiscal  Year 

FYE 

Fiscal  Year  End 

GAAP 

Generally  Accepted  Accounting  Principles 

GF 

General  Fund 

GSL 

Guaranteed  Student  Loan 

GTB 

Guaranteed  Tax  Base 

HB 

House  Bill 

HAC 

House  Appropriations  Committee 

HMK.  Healthy  Montana  Kids  OPI 

HRD  Health  Resources  Division  OTO 

HSRA  Highways  Special  Revenue  Account  PERS 

I&I  Interest  and  Income  PL 

IT  Information  Technology  PPACA 

ITSD  Information  Technology  Services  Division 

LAD  Legislative  Audit  Division  PSC 

LEPO  Legislative  Environmental  Policy  Office  PSR 

LFA  Legislative  Fiscal  Analyst  QSFP 

LFC  Legislative  Finance  Committee  RDGP 

LFD  Legislative  Fiscal  Division  RIGWA 

LRBP  Long-Range  Building  Program 

LRITP  Long-Range  Information  Technology  Program  RIT 

LRP  Long-Range  Planning  RRGL 

LSD  Legislative  Services  Division  RTIC 

MAC  Montana  Arts  Council  SA 

MBARS  Montana  Budgeting,  Analysis,  and  Reporting  SABHRS 

System 

MBCC  Montana  Board  of  Crime  Control  SAFETEA-LU 

MBMG  Montana  Bureau  of  Mines  and  Geology 

MCA  Montana  Code  Annotated  SAO 

MCHA  Montana  Comprehensive  Health  Association  SAVA 

MDC  Montana  Developmental  Center 

MDT  Montana  Department  of  Transportation  SB 

MHP  Montana  Highway  Patrol  SBECP 

MHS  Montana  Historical  Society  SF&C 

MSDB  Montana  School  for  the  Deaf  and  Blind  SLTC 

MSF  Montana  State  Fund  SOS 

MSL  Montana  State  Library  SSR 

MSP  Montana  State  Prison  SWPLA 

MSU  Montana  State  University,  followed  by  campus  TANF 

designation  i.e.  MSU  -  Bozeman  TRS 

MUS  Montana  University  System  TSEP 

MWP  Montana  Women's  Prison  TESPRW 

NP  New  Proposal 

OBPP  Office  of  Budget  and  Program  Planning  (Gov.)  UM 

OCHE  Office  of  the  Commissioner  of  Higher 

Education 


Office  of  Public  Instruction 

One-Time-Only 

Public  Employees  Retirement  System 

Present  Law 

Patient  Protection  and  Affordable  Care  Act 

(Federal  Health  Care  Reform) 
Public  Service  Commission 
Public  Service  Regulation 
Quality  School  Facilities  Program 
Reclamation  and  Development  Grant  Program 
Resource  Indemnity  and  Groundwater 

Assessment  Tax 
Resource  Indemnity  Trust 
Renewable  Resource  Grant  &  Loan  Program 
Revenue  &  Transportation  Interim  Committee 
Statutory  Appropriation 
Statewide  Accounting,  Budgeting,  and 

Human  Resources  System 
Safe,  Accountable,  Flexible,  Efficient 
Transportation  Equity  Act:  A  Legacy  for  Users 
State  Auditor's  Office 
State  Administration  &  Veterans'  Affairs 

Interim  Committee 
Senate  Bill 

State  Building  Energy  Conservation  Program 
Senate  Finance  and  Claims  Committee 
Senior  &  Long-Term  Care  Division 
Secretary  of  State 
State  Special  Revenue 
Statewide  Present  Law  Adjustment 
Temporary  Assistance  for  Needy  Families 
Teachers'  Retirement  System 
Treasure  State  Endowment  Program 
Treasure  State  Endowment  Program  Regional 

Water  Systems 
University  of  Montana,  followed  by  campus 

designation  i.e.  UM  -  Missoula 
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Administration,  Dept.  of. A- 133,  Volume  3 

Agency  Budget  Analysis  (Road  Map) 2,  Volumes  3  through  7 

Agency  Subcommittee  Groupings 1,  Volumes  3  through  7 

Agricultural  Experiment  Station E-184,  Volume  7 

Agriculture,  Dept.  of C-248,  Volume  5 

Appellate  Defender  Commission  (see  Public  Defender) 

Arts  Council E-65,  Volume  7 

Board  of  Public  Education E-40,  Volume  7 

Board  of  Regents E-204,  Volume  7 

Commerce,  Dept.  of A-224,  Volume  3 

Commissioner  of  Higher  Education,  Office  of  (Administration  Program) E-127,  Volume  7 

Community  College  Assistance  Program E-143,  Volume  7 

Consumer  Counsel A-l  8,  Volume  3 

Corrections,  Dept.  of D-124,  Volume  6 

Crime  Control,  Board  of  (also  Crime  Control  Division) D-34,  Volume  6 

Education  Section Section  E,  Volume  7 

Environmental  Quality,  Dept.  of C-58,  Volume  5 

Extension  Service E-186,  Volume  7 

Fire  Services  Training  School E-194,  Volume  7 

Fish,  Wildlife,  and  Parks,  Dept.  of C-l,  Volume  5 

Forest  and  Conservation  Experiment  Station E-188,  Volume  7 

General  Government  Section Section  A,  Volume  3 
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Governor's  Office A-22,  Volume  3 

Health  and  Human  Services  Section Section  B,  Volume  4 

Higher  Education E-108,  Volume  7 

Commissioner  of  Higher  Education E-127,  Volume  7 

Historical  Society E-80,  Volume  7 

Judicial  Branch D-l,  Volume  6 

Judicial  Branch,  Law  Enforcement,  and  Justice  Section Section  D,  Volume  6 

Justice,  Dept.  of D-40,  Volume  6 

K-12  Education  (see  Office  of  Public  Instruction) 

Labor  and  Industry,  Dept.  of A-269,  Volume  3 

Legislative  Branch A-l,  Volume  3 

Legislative  Audit  Division A-l 5,  Volume  3 

Legislative  Committees  and  Activities A-9,  Volume  3 

Legislative  Fiscal  Division A- 12,  Volume  3 

Legislative  Services  Division A-5,  Volume  3 

Library  Commission E-71,  Volume  7 

Livestock,  Dept.  of C-160,  Volume  5 

Long-Range  Building  Program F-6,  Volume  7 


Long-Range  Planning  Section 

Long-Range  Building  Program 

State  Building  Energy  Conservation 

Long-Range  Building  Information  Technology  Projects 

Treasure  State  Endowment  Program 

Treasure  State  Endowment  Regional  Water  Systems  Program 

Reclamation  and  Development  Grant  Program 

Renewable  Resource  Grant  and  Loan  Program 

Cultural  and  Aesthetic  Grant  Program 

Quality  School  Facilities  Program 
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Military  Affairs,  Dept.  of A-308 

Mines  and  Geology,  Bureau  of E-190 

Montana  Arts  Council E-65 

Montana  Historical  Society E-80 

Montana  Library  Commission E-71 

Montana  University  System  (see  Commissioner  of  Higher  Education) 

Agricultural  Experiment  Station E-184 

Appropriation  Distribution E-162 

Bureau  of  Mines  and  Geology E-190 

Community  College  Assistance  Program E-143 

Educational  Outreach  and  Diversity  Program E-153 

Fire  Services  Training  School E-194 

Forest  and  Conservation  Experiment  Station E-188 

Guaranteed  Student  Loan  Program E-201 

Improving  Teacher  Quality E-141 

Montana  Extension  Service E-186 

Student  Assistance  Program E-131 

Tribal  College  Assistance E-198 

University  Educational  Units  (UM  and  MSU  campuses) E-182 

Workforce  Development  Program E-158 

Natural  Resources  and  Conservation,  Department  of C-199 

Natural  Resources  and  Transportation  Section Section  C 

Political  Practices,  Commissioner  of. A-63 

Public  Defender,  Office  of D-102 

Public  Education,  Board  of E-l,  E-40 

Public  Instruction,  Office  of E-5 

Public  Service  Regulation D-102 

Public  Health  and  Human  Services,  Dept.  of B-l 

Regents,  Board  of E-204 

Revenue,  Dept.  of. , A-96 

School  for  the  Deaf  and  Blind E-45 

Secretary  of  State A-56 

State  Auditor's  Office A-68 

Transportation,  Dept.  of C-l  10 

Unified  Budget  (for  Education) E-l 
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